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Professional Motes. 


AT a meeting of the Council of the Society of 
Incorporated Accountants and Auditors held on 
March 28th, a letter was read from Mr. Arthur E. 
Woodington resigning his seat on the Council 


owing to ill-health, and his resignation was 


accepted with much regret. Mr. Woodington 
was elected to membership of the Society in 
the year 1887 and was appointed to the Council 
mn 1899. He was an Examiner in accountancy 
subjects in the Final examination from 1899 to 
1918, and subsequently held the position of 
chairman of the Examination Committee of the 
Council from 1919 to 1931. Mr. Woodington also 
filled the office of President of the Society for 
the years 1916—1919. It will thus be seen 
that for the long period of 82 years Mr. 
Woodington discharged duties of a most respon- 
sible nature in a manner which justified the 
entire confidence of his colleagues. | 


This resignation created a casual vacancy on 
the Council which was filled by the unanimous 
appointment of Mr. William Norman Bubb, of 
Messrs. Woodington, Bubb & Co., who took 
Honours at the Society’s Final examination in 
the year 1900. Mr. Bubb was elected by the 
Council an Intermediate Examiner in Account- 
ancy subjects in 1918 and a Final Examiner in 
1926. He was also President of the Incorporated 
Accountants’ Students’ Society of London during 
the years 1927 and 1928. 


oe 


At the same meeting of the Council 
Mr. Thomas Keens, as Chairman of the 
District Societies Committee, moved that the 


rules of the Incorporated Accountants’ London 


and District Society should be amended so as 
to provide that the principal officers of this 
District Society should be styled Chairman, 
Vice-Chairman, and Immediate Past Chairman 
instead of President, Vice-President and Imme- 
diate Past President. Mr. Richard A. Witty, 
the President of the London and District Society, 
in seconding the resolution, said that it had his 
cordial support as the present designations were 
liable to be confused with those of the principal 
honorary officers of the Parent Society, and the 
proposed alteration would clarify the position. 
The recommendation was adopted. 


The outstanding event of the past month 
has been the American banking crisis, which 
developed just as the new President of the 
United States took office. Mr. Roosevelt’s 
responsibilities were thus of a very exceptional 
character, but the methods adopted by him 
for dealing with the crisis have been well received 
both in the United States and elsewhere and have 
brought about an immediate revival of confidence. 
The result has been a quick reaction in favour — 
of the dollar, but the situation still bristles with 
difficulties, the solution of which will require 
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both wisdom and patience. This we believe is 
fully realised. 


An interim report has now been issued by the 
Business of Courts Committee who were ap- 
pointed to consider the state of business in the 
Supreme Court and to report whether greater 
expedition in the business or greater economy 
in the administration of justice was practicable, 
and, if so, by what means it could be effected. 
The committee are of opinion that the experience 
of the working of what is known as Order XIV 
has justified the conclusion that its sphere of 
usefulness might be extended. They think it 
would be extremely valuable that, in an ordinary 
action, the defendant, before being allowed to 
take up the time of the Court by defending the 
action, should satisfy the Court that prima facie 
he has a defence. They are also of opinion that 
there are some subsidiary features in the system 
of the New Procedure Rules which might be 
applied in a varying degree to cases which do not 
go into the New Procedure List. 


Other recommendations are (a) that the Long 
Vacation should be shortened to two months ; 
(b) that Grand Juries should be abolished both at 
Assizes and Quarter Sessions, except the Middle- 
sex Grand Jury ; (c) that the question whether a 
jury should be summoned to try a case should 
be left to the discretion of the Judge; and 
(d) that the rule which requires every pleading 
over ten folios to be printed should be altered 
so as to allow pleadings to be reproduced by 
some mechanical means, such as typewriting. 


As regards procedure in lunacy, the committee 
consider that part of the work now performed 
by the Master in Lunacy and the Assistant Master 
could safely be entrusted to other qualified 
officials, and thus relieve the congestion of the 
business in that department which now exists. 


Almost concurrently with the issue of the 
Committee’s report the London Chamber of 
Commerce have issued a further report dealing 
with the business of the Courts. In this it is pointed 
out that the present system of appeal gives a 
great advantage to the rich litigant and to the 
Crown. For instance, if a case goes to the House 
of Lords, one of the parties to the action may 
have a majority of Judges of all three Courts 
in his favour and yet lose his case through a 
majority of one against him in the House of 
Lords. The Chamber accordingly consider that 
it would be in the public interest to limit appeals, 


and that the Court of Appeal should be the 
final appeal tribunal. They are also against any 
sitting of the Courts on Saturdays. 

It appears that questions are being raised 
in connection with Income Tax computations 
as to debits for insurance premiums where the 
policy covers not only the value of the assets 
destroyed as they are assessed at the time of 
the fire, but re-instatement value which may 
be very considerably higher. It is claimed by 
the Inland Revenue that the difference in the 
premium to cover re-instatement value 4s 
distinct from actual loss is not an admissible 
expense. It seems rather inopportune that 
claims of this description should be raised at 
the present time when industrial undertakings 
are so hard pressed to make ends meet, especially 
as the Government has expressed the intention 
of treating trading concerns with leniency in 
regard to wear and tear and maintenance of 
plant and machinery. We can hardly conceive 
that under the circumstances a claim of the 
character indicated would be seriously pressed. 


A very simple but effective means of avoiding 
the restrictions regarding powers of revocation 
in deeds of trust was revealed in the recent case 
of Commissioners of Inland Revenue v. Sir W. d. 
Firth. The respondent entered into a deed 
whereby he undertook to pay an annuity with 
the proviso that he might cease to pay it 
on obtaining the written consent of a named 
person or of some person nominated by him 
other than his wife. It was argued on behalf 
of the Inland Revenue authorities that such 
a provision although apparently complying with 
the terms of sect. 20 of the Finance Act, 1922, 
was entirely contrary to the intention of the 
Act, as the disponor would obviously have no 
difficulty in getting some person or other to 
consent to his ceasing to pay the annuity. They 
accordingly contended that the deed was not 
effective to enable the disponor to deduct the 
annuity from his income for sur-tax purposes. 
Mr. Justice Finlay pointed out, however, that 
the special provision with to consent 
by the wife or husband of the disponor showed 
clearly that Parliament contemplated the circum- 
stances which had arisen in this case. For the 
Inland Revenue to succeed it would be necessary 
to read into the section words which were not 
there, and his Lordship did not feel justified 
in so doing. He accordingly gave judgment for 
the respondent. 

The House of Lords have recently reversed 
the decision of the Court of Appeal in the case 
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of Glanely v. Wightman (Inspector of Tazes). 
It will be remembered that the Inland Revenue 
authoritie ssought to assess Lord Glanely under 
Schedule D in respect of the stud fees received 
in connection with his racing stables, their con- 
tention being that these were not covered by 
the Schedule B assessment on the land occupied. 
The decision of the Commissioners in favour of 
the Revenue was upheld by Mr. Justice Rowlatt 
and was later affirmed by the Court of Appeal, 
Lord Justice Romer dissenting, but the appeal 
to the House of Lords has resulted in their 
ruling being unanimously reversed. In _ their 
Lordships’ opinion this case was distinguishable 
from that of Malcolm v. Lockhart in that the 
stud fees were earned on the land. The case 
is not of great general interest owing to the 
special circumstances, but it illustrates the 
advantage which the Inland Revenue authorities 
and wealthy taxpayers possess, and to which 
reference has already been made above in con- 
nection with the recommendations of the London 
Chamber of Commerce. 


The committee appointed in May, 1982, to 
inquire into the present position of co-operative 
societies in relation to Income Tax have now 
made their report. Their recommendations are : 


(a) That co-operative societies should be 
charged to Income Tax in respect of all 
trading, whether with members or with 
non-members, the charge being computed 
(subject to the recommendation in para- 
graph 26) in accordance with the ordinary 
provisions as to allowable expenses, wear. 
and tear, &c., applicable under the Income 
Tax Acts in the case of corporate bodies 
carrying on trade ; 

(b) That the “ divi.” should be treated as a 
trade expense ; and 

(c) That the statutory exemption granted by 
sect. 89 (4) of the Income Tax Act, 1918, 
should be withdrawn. 


The committee add that they have not over- 
looked the fact that if their recommendations 
were followed and tax were deducted at the source 
by the societies from interest paid, a certain 
degree of hardship would be entailed and the 
revenue would be put to the expense of dealing 
with a large number of repayment claims. They 
accordingly recommend (in paragraph 26 above 
teferred to) that a provision should be made 
whereby co-operative societies should make their 

ns of interest without deduction of 


Income Tax, the recipients being directly charge- 
able in accordance with their individual liabilities. 

ing the contention that the operations 
of the co-operative societies are causing a gradual 
elimination of the small trader and thereby 
driving out of the income tax field persons who 
were liable to pay such tax, the committee state 
that they agree with the reply of the co-operative 
interests that the elimination of the small trader 
is due as much (if not more) to the increasing 
number of multiple shops and departmental 
stores. 


With regard to the dividend or “ divi.” to 
each purchaser proportionate to the amount of 
his purchases as shown by his tickets or vouchers, 
the conclusion of the committee is that this is a 
trade expense, and, so far as the recipient is 
concerned, it is a reduction of the cost to him of 
the goods purchased from the Society. The fact 
that it is not paid until after the surplus for the 


_relevant period has been ascertained is, in the 


view of the committee, no more than an incident 
in the particular mode of operation of co-opera- 
tive societies and does not affect the essential 
nature of the allowance. 

As was generally anticipated, the profits of 
banking companies show a falling off in the year 
1982, although in most cases the rate of dividend 
has been maintained. This has been done by 
making smaller appropriations to reserves or 
reducing the amount carried forward. One of 
the most important factors contributing to the 
decrease in earnings has been a large reduction 
in the ratio of loans to deposits, which in some 
cases amounted to 12 or 18 per cent. Although 
deposit rates towards the end of the year were 
very low, the advantage to the banks was counter- 
balanced by their inability to use the money 
by way of loans to their customers and the 
difficulty of finding a remunerative outlet 
elsewhere. On the other hand, the banks have 


benefited by the rise in the value of gilt-edged 
securities which must have provided them with 
very substantial undisclosed reserves. 


The final returns of the Electricity Commis- 
sioners show that the generation of electricity 
by authorised undertakers for Great Britain 
during the year 19382 was 12,224 million units 
as compared with 11,418 million units in the 
previous year, which represents an increase of 
over 7 per cent. There is no doubt that the use 
of electricity is becoming more general and 
more popular, but .nevertheless a little more 
enterprise on the part of some of the electrical 
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undertakings in reducing their charges for supply 
of current would probably be amply rewarded. 
A committee of the American Institute of 
Accountants, known as the Special Committee 
on Co-operation with Stock Exchanges, in a 
report to the Banking and Currency Committee 
of the United States Senate, presents certain 
proposals for reform in relation to the accounts of 
public companies whose securities are listed on the 
Stock Exchange. In these proposals two objects 
are kept in view, one being to educate the public 
in regard to the significance of accounts, their 
value and their unavoidable limitations, and the 
other to make the accounts published by public 
companies more informative and authoritative. 
With this object, two alternatives have been 
considered, the first being the selection by com- 
petent authority (out of the body of acceptable 
methods now in vogue) of detailed sets of 
rules which would become binding on all com- 
panies of a given class, such as those already 
applicable to railroads. The arguments against 
any attempt to apply this alternative to industrial 
companies are regarded as overwhelming. The 
committee accordingly consider that the more 
practicable alternative would be to leave every 
company free to choose its own methods of 
accounting within broad limits, but to require 
disclosure of the methods employed and con- 
sistency in their application from year to year. 


AN INTERESTING DEVELOPMENT 


IN an announcement issued over the signatures 
of Mr. Alexander Hannah, President, and Mr. W. 


Bertram Nelson, Hon. Secretary, to the 
members of the Incorporated Accountants’ 
District Society of Liverpool, it is stated that for 
some time past the Committee of the Liverpool 
Society has had under consideration a proposal 
to set up a Consultative Committee to advise 
members on difficult points of practice. It 
had been represented to the Committee that 
members engaged in special problems would 
welcome an opportunity of taking the opinion 
of their fellow members, who might have the 
necessary experience, on the points at issue. 
Further, it had been suggested that the formation 
of such a Committee would draw Incorporated 
Accountants together in the common interests 
of their profession and would increase the 
serviceableness of the Society to its members. 


With the approval of the Council of the Parent 
Society as recommended by the District Societies’ 
Committee, the Incorporated Accountants’ 
District Society of Liverpool has accordingly 


decided to appoint informal Consultative Panels 
of members for the purposes suggested, to operate 
for an experimental period of twelve months, 
After an intimation as to how the panels wij 
work, the Liverpool Society says that it is 
venturing upon new ground, and that much of 
the scheme must therefore be tentative. More. 
over, it may later be found that there is no real 
demand for the facilities provided, or that 
members of the Society can better obtain the 
advice required in other ways. At the same time, 
the Committee of the Liverpool Society believes 
that the experiment should be made, and they 
ask for the co-operation of the members. 


In accordance with the foregoing scheme, the 
General Committee of the Incorporated Account- 
ants’ District Society of Liverpool has set up 
six committees to deal with the following matters : 
1, Fees and General Purpose ; 2, Income Tax and 
Sur-tax ; 8, Bankruptcy, Liquidations, Receiver- 
ships and Trusteeships; 4, Company Law and 
Accounts; 5, Rating and Local Taxation; 6, 
Executorship and Trusteeship. The names of 
the members of these committees are set out 
in the report. The smallest committee consists 
of four members and the largest of six, but 
each committee has power to co-opt additional 
members. The committees are to remain in 
being until the first meeting of the General Com- 
mittee after the annual meeting of members in 
1983, when new committees will be appointed 
if the continued operation of the scheme appears 
to be necessary and desirable. 


Rules are laid down as to the manner in which 
members of the Liverpool District Society are 
to submit questions for consideration. No 
restriction is placed upon the number of sub 
missions which may be made by a member of 
the District Society and no fee is to be payable. 
It is also clearly laid down that no legal respon- 
sibility can be taken for advice or opinions given 
by the Consultative Committees or the panels, 
and members making submissions are to be 
deemed to have agreed to this condition. 


The scheme appears to us to have been carefully 
thought out and properly drawn up, and it now 
remains to be seen whether there is a demand 
on the part of Incorporated Accountants @ 
Liverpool and District for the services which 
the General Committee of the Society affords 
to its members by the appointment of these six 
consultative committees. We think that before 
the scheme of the Liverpool Society is adopted 
by other districts it would be advisable to gail 
experience of the working of this interesting 
development, which will no doubt be reported 


in due course to the Council of the Society of 
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Incorporated Accountants and Auditors. The 
need for work of this description must be clearly 
demonstrated, and the success of it must largely 
depend upon the ability and standing of the 
Incorporated Accountants who are willing to 

at the disposal of their professional brethren 
their knowledge and experience in regard to the 
points submitted for consideration. 


b 


PITFALLS FOR ARBITRATORS. 


Appeats to the Courts from decisions of 
arbitrators frequently lessen the value which 
might otherwise attach to their labours. Indeed, 
arbitration has, by reason of appeals, in som e 
instances resulted in greater costs being incurred 
than would have been the case had the 
disputants resorted to the Courts of Law from 
the outset. Arbitrators, therefore, should 
constantly bear in mind the pitfalls which 
bestrew their path, with a view to minimising 
the possibilities of appeals. 

Whether arbitration takes place under the 
provisions of the statutory code comprised in 
the Arbitration Act, 1889, or not, the same 
waste of effort and money is liable to be suffered 
by the parties; for the King’s Courts cannot 
suffer their paramount jurisdiction over all the 
disputes, of whatsoever nature, which may arise 
between subject and subject within the confines 
of the realm, to be ousted by any other tribunals, 


_ however competent their administration in general 


may be. An agreement by disputants which 
had for its object the absolute and complete 
exclusion of the King’s Courts from adjudication 
upon their dispute would be void for illegality as 
being contrary to public policy (Czarnikow & Co., 
Limited, v. Roth, Schmidt & Co., 1922). 

The grounds upon which the Courts will set 
aside the appointment of an arbitrator or the 
result of his labours are set forth in sect. 11 of 
the Arbitration Act, 1889, which provides 
(1) that where an arbitrator or umpire has mis- 
conducted himself, the Court may remove him, 
and (2) that where an arbitrator or umpire has 
misconducted himself, or an arbitration or award 
has been improperly procured, the Court may 
set the award aside. 


These powers have been interpreted very 
widely, as illustrated in a number of important 
cases. Thus, in Re Hopper (1867), where one 
of the disputants, an innkeeper, invited the two 
arbitrators, the umpire and his own attorney, to 
dine with him at the conclusion of the hearing, 
and the umpire drank so freely of his host’s 


generous offerings as to be compelled to spend. 
the night at the inn rather than attempt to make 
for his own home, the Court was moved to set 
aside the umpire’s award on the ground that such 
hospitality tended to corrupt the mind of an 
umpire. Upon the facts of the particular case 
the Court declined to grant the motion, although 
of opinion that the umpire’s indiscretion made 
it a borderline case. The Court drew em- 
phatic attention to the quasi-judicial office 
occupied by an umpire, and to the consequent 
importance of his so behaving as to seem to be 
acting as an incorruptible judge—quite apart 
from actually so conducting himself. In other 
words, the Court was not prepared to suffer any 
other or lower standard of judicial conduct and 
propriety in an arbitrators’ tribunal than it 
would impose upon itself. In Czarnikow & Co.’s 
case Lord Justice Bankes explained the jealous 
supervision of the Courts as being based upon 
their right and duty to see to it that the law 
of the land and not their own “ home-made law ” 
was being administered by arbitral tribunals. 


When giving judgment in the case of Williams 
v. Wallis & Cox in 1914, Mr. Justice Atkin was 
careful to emphasise that “‘ misconduct ” in an 
arbitrator in this connection was an extensive 
and elastic term, not necessarily bearing an 
imputation of dishonest conduct by him; e.g., it 
would be misconduct sufficient to justify the Court 
in setting aside his award if an arbitrator failed 
to conduct the hearing in a manner analogous 
to that obtaining in a Court of Law, as, for 
instance, if he should decline to hear material 
evidence, or where he took it upon himself to 
hear evidence (in non-judicial manner) in the 
absence of the parties; in the latter case it is 
not even essential to show that the evidence so 
heard was material. 


Another example of misconduct invalidating 
an arbitrator’s award is where he unreasonably 
declines to state a special case for the opinion 
of the Court upon a question of law_ arising 
during the course of the reference—as provided 
for by .sect. 19 of the Arbitration Act (Re 
Palmer & Co. and Hosken & Co., 1898). Or, 
again, if he unreasonably declines to state his 
award in the form of a special case—as provided 
for by sect. 7 of the Act (Re Fischel & Co. and 
Mann & Co., 1919). 


It is not, however, every case of misconduct 
which will decide the Court to set aside an 
arbitrator’s award, for the Court proceeds upon 
the general principle of upholding decisions in 
preference to rendering them nugatory wherever 
possible; hence it will prefer to remit a case 
to the arbitrator for reconsideration rather than 
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set it aside, i.e., provided that the misconduct 
shown is not ir its nature (Anning v. 
Hartley, 1858). In that case the Court held that 
the proper course to adopt was to remit the 
matter for reconsideration, there being no 
evidence before it to show wilful misconduct 
on the part of the arbitrators or injustice done 
to the parties. Two arbitrators, with power to 
nominate a third, had been appointed under the 
submission. The third arbitrator having been 
duly appointed, he proceeded to hear evidence 
(a) as to some of it in the absence of the parties, 
and (b) as to some of it by having it read over 
to him by the other two. 


The power to remit is exercised under the 
terms of sect. 10 of the Act of 1889; prior to 
that Act this power—unlike the power to set 
aside—did not exist. . 

A curious case showing how tenacious of its 
rights to hear appeals from decisions of arbitrators 
the Court is accustomed to show itself, was 
British Westinghouse Electric & Manufacturing 
Company, Limited, v. Underground Electric Rail- 
ways Company of London (1912), where the 
arbitrator in the course of the _ reference 
stated a special case for the opinion of the Court, 
upon a question of law, under sect. 19 of the Act. 
The Court in such a case acts solely in a con- 
sultative capacity and its opinion is not a decision 
from which an appeal lies. It followed, there- 
fore, that prima facie the opinion of the Court 
upon the special case submitted was final, i.e., 
not subject to appeal to a higher Court. The 
arbitrator made his award upon the basis of the 
law being as given by the High Court to which 
he had stated his special case. The Court of 
Appeal, however, held that the law as laid down 
by the High Court upon the case stated was 
wrong, and acceded, therefore, to the application 
made to it to remit the award to the arbitrator 
for reconsideration, upon the ground that it was 
bad in law upon the face of it. 


Although the Courts are not unwilling to suffer 


informalities in the taking of evidence at hearings © 


of arbitral tribunals they are wholly unwilling to 
permit inadmissible evidence to be there tendered 
and acted upon. In other words, the essential 
principles of justice upon which legal rules of 
evidence are founded must be pursued by lay 
judges, even though they are not bound to 
preserve with absolute strictness all their minutiz. 
In the case of Walford, Baker & Co. v. Macfie 
and Sons (1915) the award of the umpire was 
set aside on the ground that he had received as 
evidence terms contained in documents other 
than those in the actual case submitted to him. 


Society of Incorporated Accountants 
and Auditors. 


COUNCIL MEETING. 

A meeting of the Council was held in Incorporated 
Accountants’ Hall on March 28th, when there were 
present: Mr. E. Cassleton Elliott, President (in the 
chair); Mr. R. Wilson Bartlett, J.P., Vice-President ; Mr 
R. M. Branson, Mr. Henry J. Burgess, Mr. D. E. Campbell, 
Mr. W. Allison Davies, O.B.E., Mr. Walter Holman, Mr. 
Thomas Keens, Mr. Edmund Lund, M.B.E., Sir James 
Martin, J.P., Mr. Henry Morgan, Mr. C. Hewetson Nelson, 
J.P., Mr. James Paterson, Mr. W. H. Payne, Mr. William 
Paynter, Mr. A. E. Piggott, Mr. James Stewart Seggie, 
Mr. Alan Standing, Mr. R. T. Warwick, Mr. E. W. C. 
Whittaker, J.P., Mr. Richard A. Witty, Mr. Fred Woolley, 
J.P., Mr. J. R. W. Alexander, LL.B. (Standing Counsel), 
Mr. Ernest E. Edwards, LL.B. (Parliamentary Secretary), 
and Mr. Alexander A. Garrett, M.A. (Secretary). 

Apologies for non-attendance were received from Mr. 
Arthur Collins, Mr. Frederick Holliday, Mr. E. T. Kerr, 
Mr. G. S. Pitt, Mr. Perey Toothill, Mr. A. H:. Walkey, 
and Mr. F. Walmsley, J.P. 

MunicipaL Corporations (AupitT) BIL.. 

A report was received that this Bill had been read a 
second time in the House of Commons and referred to a 
Standing Committee. The Bill made provision for the 
future audit of the accounts of municipal corporations. 

CouNcIL. 

A communication was received from Mr. A. E. Wood- 
ington tendering his resignation as a member of the 
Council owing to ill-health. The Council accepted 
the resignation with regret, and adopted a resolution 
recording the thanks of the Society to Mr. Wood- 
ington for his services as a member of the Council since 
the year 1899, and particularly as President from 1916 to 
1919 and Chairman of the Examination and Membership 
Committee from 1919 to 1931. 

A casual vacancy on the Council having thus been 
created, it was resolved to appoint as a London member 
of the Council, in accordance with the provisions of the 
Society’s Articles, Mr. William Norman Bubb, Fellow, of 
the firm of Woodington, Bubb & Co., London. Mr. Bubb’s 
name will come before the members of the Society for 
confirmation at the annual general meeting to be held 
in May, next. 

INTERNATIONAL CONGRESS ON ACCOUNTING, 1933. 

Mr. Henry Morgan reported that the programme of the 
Congress had been published in the organs of the pro- 
fession, and that a communication, giving further details, 
would be sent to members of the sponsoring bodies in due 
course. 

PROFESSIONAL CLASSES Arp COUNCIL. 

It was resolved to nominate as a representative of the 
Society for election at the next annual general meeting 
of this body, Mr. Henry Morgan, in the place of Mr. A. E. 
Woodington, who had resigned. 

—_—_—_—_—_—_————— 


The Incorporated Accountants’ London and 
District Society. 

Lord Melchett’s lecture on “ Accountancy Methods 
as a Factor in the Economic System,” which was a 
to be delivered on Tuesday, April 25th, has been deferred. 
The Budget is to be introduced on that date, and it has 
therefore been found necessary to postpone the lecture 
until the autumn. 
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MUNICIPAL CORPORATIONS 
AUDIT BILL. 


A Bill to enable Municipal Corporations to provide for 
the audit of their accounts and of the accounts of their 
officers by district auditors or by other qualified 
accountants. 

Power oF Borovucu Counci, TO vary EXISTING 
PROVISIONS AS TO AUDIT. 

1.—{1) In any borough in which the provisions of this 
sub-section are adopted— 

(a) The accounts of the corporation and the accounts 
of the borough treasurer and other officers of 
the corporation shall, instead of being audited 
by borough auditors in accordance with the 
Municipal Corporations Act, 1882, be audited by 
district auditors in like manner as accounts of 
an urban district council and its officers, and the 
enactments relating to audit by district auditors 
and to all matters incidental thereto and con- 
sequential thereon shall apply in like manner as 
if they were herein re-enacted with the necessary 
modifications ; and 


(b) Sections twenty-five, twenty-six and twenty-seven 
of the Municipal Corporations Act, 1882, and 
section two hundred and forty-six of the Public 
Health Act, 1875, shall cease to be in force. 


(2) In any borough in which the provisions of this 
sub-section are adopted— 


(a) The accounts of the corporation and the accounts 
of the borough treasurer and other officers of 
the corporation shall, instead of being audited by 
borough auditors as aforesaid, be audited by one 
or more auditors appointed in accordance with the 
schedule to this Act, and the provisions of that 
schedule shall have effect with respect to the 
qualifications, powers and duties of any auditor 
so appointed ; and 


(b) Section twenty-five of the Municipal Corporations 
Act, 1882, shall cease to be in force, and references 
to borough auditors in section twenty-seven of that 
Act and to auditors of the borough in section two 
hundred and forty-six of the Public Health Act, 
1875, shall be construed as references to the auditor 
or auditors so appointed. 


(8} The provisions of sub-section (1) or of sub-section (2) 
of this section may be in any borough by means 
of a resolution of the council of the borough in that 
behalf, being a resolution— 


(a) Passed by a majority consisting of not less than 
two-thirds of the members of the council present 
and voting at a meeting called for the purpose, 
of which not less than one month’s previous notice 
a given to every member of the council ; 


(6) Confirmed by the council at a regular meeting held 
not less than one month after the passing of the 


(4) Any resolution passed and confirmed for the pur- 
Poses of this section shall take effect as from such date 
as the Minister of Health may by order direct. 


2. This Act may be cited as the Municipal Corporations 
Audit Act, 1938. ; 


SCHEDULE. 
ALTERNATIVE PROVISIONS WHICH MAY BE ADOPTED AS 
To AUDITORS. 


1. The auditor or auditors shall be appointed in writing 
under the seal of the corporation for such period and on 
such terms as to remuneration and otherwise as the 
council of the borough think fit. 


2. No person shall be qualified to be so appointed unless 
he is a member of one or more of the following bodies, 
namely :— 

The Institute of Chartered Accountants ; 

The Society of Incorporated Accountants and 
Auditors ; 

The London Association of Accountants, Limited ; 

The Corporation of Accountants, Limited. 


8. Any auditor so appointed shall be cucitied to require 
from any officer of the corporation such documents, 
information and explanations as may be necessary for 
the performance of his duties. 


4. Any auditor so appointed shall include in or annex 
to any certificate given by him with respect to the 
accounts audited by him such observations and recom- 
mendations (if any) as he thinks necessary or expedient 
to make with respect to the accounts or any matter arising 
thereout or in connection therewith. 


Debate on Motion for Second Reading. 

Mr. M. Persericx (Penryn) moved the second reading 
of the Bill. He said the object of the Bill was simply to 
provide for a better system of audit of accounts of 
municipal corporations in this country. There were at 

resent three systems of audit of local government accounts. 
rst, there was the District Audit system which had its 
origin in the District Auditors Act of 1879, under which 
the President of the Local Government Board (now the 
Minister of Health) was empowered, with Treasury 
sanction, to appoint district auditors to audit the accounts 
of those local authorities which might from time to time 
be made subject to district audit. The district auditor 
had certain important powers which did not appertain to 
official auditors or to elective auditors. He had the most 
important power of surcharge and disallowance. If un- 
authorised expenditure had been incurred by any officer 
or member of the council of the borough and the district 
auditor discovered this in the course of his duties, he was 
entitled to disallow the amount and to surcharge it u 
the delinquents. The boroughs which were not subject 
to district audit were either subject to elective audit or 
rofessional audit. The system of elective audit which 
its origin in the Municipal Corporations Act, 1882, had 
very few defenders because the elective auditors required 
no professional qualifications of any sort or kind. The 
elective system of audit was archaic and utterly out of 
date, and he hoped that if the Bill became an Act of 
Parliament the many boroughs all over the country 
which were at present subject to elective audit would 
adopt either the district audit or the professional audit. 
Some boroughs ht prefer a professional audit rather 
than a district audit on personal grounds. They might 
know certain professional accountants in whom they 
had extreme confidence and might wish that par- 
ticular firm appointed to audit their accounts or they 
might have some prejudice the district auditors 
on the ground, perhaps, that the staff in their particular 
locality might not be large enough to cope with the 
accounts of a really important borough. Whether these 
arguments were right or pemege Eager did not affect the 
case because the gave right to employ pro- 
fessional accountants to audit the accounts. It was 
purely permissive in character and did not force anybody 
to do anything. 
Mr. R. K. Law (Hull) seconded the motion. 


Lieut.-Colonel CoarLes KERR, speaking on behalf of the 
three Scottish Societies of Chartered Accountants, moved 


8 | ee 
——— SOOO oSSsS_—_J__xS_ S555 0 —_—_— eo 
7 eee 
ited ee 
rere: 

the 

Mr- 

ell, 

Mr. 

nes 

on, 

am 

jie, 

C. 

I), 

Y) 

dr. 

IT, 

Y, 

r 

i 

ee 

"resolution. 


282 THE INCORPORATED ACCUUNTANTS’ JOURNAL. 


[APrRIL, 1988 


to amend the Bill by ha the names of these societies 
added to the schedule. re were, he said, many 
Scottish Chartered Accountants who were partners in 
English firms and who were debarred from appointment 
as auditors under the provisions of the Bill. 


Mr. G. H. SHakEsPEARE (Parliamentary to 
the of Health) said the Government approved the 
principle of the Bill and would like it to have a second 

With regard to the elective principle, it had 
come to his knowledge that in the course of elections of 
auditors persons had been chosen with no qualifications 
whatever. They included a sanitary inspector, a coal 
merchant’s clerk, a suspended rate collector and a plate- 
layer, and although these might be very: honourable 
professions they were not professions necessarily involving 
a knowledge of accountancy. The need for the Bill was 
obviously shown in that out of 346 boroughs that would, 
apart from special legislation, enjoy or suffer by statute 
this principle of elective audit, forty-five had been to the 
trouble of obtaining a private Bill or Provisional Order 
in order to get a district audit. 

Sir Wr11aM Ray said he believed the Bill was more or 
less on correct lines and that in Committee certain details 
could be added which would make it a very useful measure. 
He wanted provision to be made in regard to the power of 
surcharge and Ministry of Health recommendations in 
regard to expenditure. 

Mr. ApamM MarrTLanp (Incorporated Accountant) 
reminded the House that it was just thirty years ago, in 
1903, that a Joint Select Committee of both Houses of 
Parliament gave very detailed consideration to the question 
of the audit of local government accounts and came to the 
conclusion that all the accounts of local authorities should 
be audited by members of the Institute of Chartered 
Accountants or of the Society of Incorporated Accountants 
and Auditors. From observations that had been made it 
seemed to him that there was misapprehension as to the 
functions of professional accountants with regard to the 
audit of municipal accounts. Reference was made to 
the question of the arithmetical accuracy of the figures 
which the accountants were auditing and there seemed 
to be in some quarters the impression that the i ing 
and end of an audit was in verifying the arithmeti 
accuracy of the figures. He added +5 ae See 
goin to misappropriate funds which did not belong to 

i did not immediately write on the page of his pass 
book, “ I am sorry that I have used for my own purposes 
moneys which do not belong to me and the following is an 
account of what has happened.” In point of fact, the 
difficulty experienced accountants was not so much 
in the verification of arithmetical accuracy of the 
figures they were examining as in satisfying themselves 
that the accounts did in fact give a true record of the 
transactions which had taken place. He was not very 
much impressed by the suggestion that a surcharge was a 
terrifying experience. That was rather an over-rated 
assertion, in the sense that if the district auditor did 
surcharge any members of a Council for an improper 
transaction they had the right of appeal to the Minister 
of Health. The real audit of municipal accounts had a 
much wider application and a much wider responsibility 
See Se ere ee . There was also the 
influence which came from the fact that an independent 
person was looking into the accounts having in mind all 
the implications involved in such an examination. The 
bg fact that local expenditure had increased so much, 

that the activities had been multiplied so many 
times, made it important to the most experienced 
people to audit the accounts. re was no question that 
there should be brought to bear, for the benefit of the 
authorities, advice and experience which came from 
practising members of the accountant’s profession, not 
so much the departmenta! view, but a view which, because 
of their experience, was of great value and would conduce 
to the general usefulness of the council whose accounts 
they were auditing. There was this advantage that pro- 
fessional auditors made a more or less continuous ex- 
amination of the books, which acted as a deterrent. There 
was a good deal to be said for professional auditors who 


came along at certain times and examined the accounts 
when the transactions were taking place rather than six 
or twelve months afterwards, which was the case in the 
audit by a district auditor. 


Mr. HERBERT WILLIAMS said there was already a large 
number of professional accountants who had complete 
familiarity with local government, and having regan 
to the magnitude of the trading undertakings carried on 
by municipal authorities they required auditors who 
would not merely check the accuracy of the book-keeping 
but could advise upon financial policy and upon deprecia- 
tion, reserves and renewals. He was definitely of opinion 
that professional auditors should be regarded as the people 
to do the work. 

Lieut.-Colonel Kerr withdrew his amendment and the 
Bill was read a second time. 


Society of Incorporated Accountants and 


Anditors. 
South African (Northern) Branch. 


ANNUAL MEETING. 

The tenth annual general meeting of the Society’s South 
African (Northern) Branch was held at Johannesburg 
on February 2Ist. The Chairman, Mr. S. R. Barnes, 
congratulated Mr. W. D. Bramwell, Durban, and 
Mr. G. H. Surtees, Bloemfontein, on gaining First 
and Second Certificates of Merit in the Final 
examination held in November, 19382. He said that 
Mr. James Stewart and Mr. D. P. C. Blair had 
represented the Branch at a conference between repre- 
sentatives of the South African Branches of the Society 
of Incorporated Accountants and of the South African 
Societies. He wished to thank his colleagues on the 
Committee for their support and assistance during the past 
year, and also Mr. Blair for the able manner in which 
he had handled the secretarial work of the Branch. 


The Chairman then moved the adoption of the report 
and accounts for the year 1932. This was seconded by 
Mr. N. A. Stott and carried unanimously. 


As there were no other nominations, the Chairman 
declared the retiring members of the Committee re-elected. 


Mr. A. B. Ryan was re-appointed Auditor. 


Report. 

During the year ended December 31st, 1932, eleven 
new members were admitted. 

The usual examinations were held in May and November. 
In May twelve candidates sat for the Final and six passed ; 
sixteen sat for the Intermediate and ten passed ; and two 
sat for the Preliminary and passed. In November thirteen 
sat for the Final and six passed; sixteen sat for the 
Intermediate and ten passed; and two sat for the Pre- 
liminary and both passed. 

The Committee regret to report the deaths of Mr. W. E. 
Goldby and Mr. W. G. Stevens. 


A conference between Delegates from the three 
Branches of this Society and the five South African 
Societies was held in Cape Town in October last, when 
matters in connection with the accountancy profession in 
South Africa were amicably discussed and settled. 


Under the bye-laws of the Branch all members of 
the Committee retire annually and are deemed to be 
nominated for re-election. - 
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DR. CYRIL NORWOOD ON 
EDUCATION. 


At a luncheon of the Incorporated Accountants’ 
London and District Society held at the Connaught 
Rooms on February 22nd, Dr. Cyril Norwood, Head- 
master of Harrow, was the principal guest. The 
chair was occupied by Mr. Ricnwarp A. Wirry, 
President of the London and District Society, and 
amongst those present were:—Mr. E. Cassleton 
Elliott (President of the Society of Incorporated 
Accountants and Auditors), Sir Percy Mackinnon, 
Mr. H. L. O. Flecker (Headmaster of Christ's 
Hospital), Sir James Martin, Mr. H. G. Williams, 
MP., Sir Harold Bellman, Mr. F. Gurdon Palin 
(President of the Chartered Institute of Secretaries), 
Mr. W. P. Fuller, M.A. (Headmasters’ Employment 
Committee), Mr. Henry Morgan, Mr. Joseph Stephen- 
son (Vice-President of the London and District 
Society), Mr. John Bell, M.A. (High Master, St. 
Paul’s School), Mr. Roland Burrows, K.C., Mr. E. 
M. Rich (Chief Assistant Education Officer, London 
County Council), Mr. Clement C. Gatley, M.A., Mr. 


_ E. T. Allen, M.A., Rev. H. N. Asman, M.A., B.D. 


, Owen’s School), Mr. J. W. Ramsbottom, 
M.A. (Director, City of London College), Rev. Ernest 
C. Crosse, M.A. (Headmaster, Ardingly College), Mr. 
A. A. Garrett, M.A. (Secretary of the Parent Society), 
and Mr. Ernest E. Edwards, B.A. (Joint Secretary 
of the London and District Society). 

The CuarrmMaN said: As you know, we have 
assembled to-day for the express purpose of listening 
to Dr. Cyril Norwood, who is our principal guest and 
speaker, and I am therefore not going to stand 
between you and Dr. Norwood for more than a 
minute or two. But I do just want to offer a very 
hearty welcome to Dr. Norwood and to all our other 
guests—to those who are official guests of the Society 
and also to those who may be here as the personal 
guests of members. We are particularly pleased to 
be able to include amongst our visitors many educa- 
tionalists, including headmasters of public schools 
and other educational institutions, and also some who 
are connected with Appointments Boards and similar 
organisations whose particular function it is to act as 
a connecting link between education and commerce. 
I am sure that all our scholastic friends will forgive 
me ifeI only mention by name Mr. Flecker, the Head- 
master of Christ’s Hospital, because Mr. Flecker’s 
presence here to-day has a personal significance, may 
I say, to Sir James Martin, a Past President of the 
Parent Society, to Mr. Cassleton Elliott, the reigning 
President of the Parent Society, to myself, and to 
Many other Incorporated Accountants who owe 
allegiance to that great school. (Applause.) Then 
we are also very delighted to have with us the repre- 
sentatives of many business houses, including, I am 
pleased to say, Sir Percy Mackinnon, the Chairman 
of Lloyds. Now, this conjunction of educational and 
business interests has a very direct bearing on the 
subject of Dr. Norwood’s address to-day : “‘ Reform 
in Secondary Education.” You know that in times 
gone by, and not so very long ago, a boy was only 


placed on the commercial side of the school if he were 
not considered sufficiently intelligent to be placed on 
the classical side. I know that that was the principle, 
because I was put on the commercial side. (Laugh- 
ter.) But fortunately that restricted outlook has 
changed, and I think there has come a realisation in 
recent years that every course of education, including 
the University course, leads to the business plains as 
well as to the scholastic heights. That realisation, 
of course, has meant that it is necessary for school- 
masters and professors to understand something of 
the requirements of commerce ; but it has also meant 
that in a much greater degree business men should 
understand something of the difficulties and problems 
which have to be met and overcome by those who are 
responsible for education. Dr. Norwood’s address 
to-day is, I am sure, going to help us along both those 
lines. In particular, I am quite sure it is going to 
help us as business men to realise something of the 
problems involved in the education to-day of those 
who to-morrow will be upholding the prestige of 
British commerce. Dr. Norwood needs, I am sure, 
no personal introduction to you. We heartily wel- 
come him not only for his own personality, but we 
also welcome his subject, and in order that I may not 
keep you from that address any longer I invite you all 
to be upstanding and drink a toast to Dr. Norwood. 
(Applause.) 

Dr. Cyrit Norwoop, on rising, was received 
with enthusiasm. He said: I am very grateful 
to you for the compliment you have paid to me 
personally and for the opportunity you have given 
me in this great and important business gathering 
of putting before you some of the problems which 
are now vexing the world of education. I know 
that I am speaking in the presence of some of my 
fellow headmasters, and I beg them to be patient with 
me if I happen to say several things which they have 
heard me say more than once during the last few 
weeks. 

Those of you who read the newspapers about 
Christmas-tine may have observed that it is the 
habit of the members of the profession to which I 
belong to assemble together in London, or in various 
parts of the country, in order to discuss problems 
which have arisen in the course of their daily work. 
Like the heathen, they “rage together,” and I 
imagine that the layman hastily turns over the page 
and goes on to the news of the day. You may, 
however, have seen that there is a great problem being 
discussed as to whether the School Certificate Ex- 
amination, which is common to all our schools, should 
any longer be allowed to be equivalent to matricula- 
tion for the University. You may have thought 
that to be a technical controversy of educationists, 
but, believe me, beneath it lies an important matter— 
important not only for the business community but 
for the whole nation. I do not wish to claim that 
the teaching profession is quite united on this matter, 
but I think I am right in claiming that a majority of 
education opinion is steadily hardening in the 
direction of demanding that the Universities should 
no longer accept candidates on the strength of a 
school certificate alone. 
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May I put very briefly the reasons why we are so 
moved ? A good many of us hold that the present 
system, which has grown up largely since the War, is 
irrational, and that Universities who accept students 
of 18 and 184 years of age should not allow the clever 
ones to qualify at the age of 14} or 15, and thereafter 
enter upon a course of premature specialisation. That 
is how the matter affects the ablest candidates in 
our schools. But of course the question is a much 
wider one than that, because it happens, not only in 
London but in a still greater degree in the Midlands 
and the North of England, that no boy or girl can 
hope to get an opening in an office unless they can 
present the employer with a certificate which entitles 
them to matriculate at the University. I am not 
blaming business men for that ; they have large num- 
bers of candidates and they wish to sort them out, and 
that is a rough and ready way of doing it. But it 
means that our boys and girls have to undergo a 
course, the natural end of which is matriculation. 
They are all of them, therefore, carried through that 
course irrespective of what their abilities may be and 
irrespective of what their destinies may be, and 
freedom for experiment is taken away from the schools 
because schools are judged by their number of suc- 
cesses as regards certificates and particularly by the 
number of matriculations they manage to get. What 
we have to do now is to think out the problem of the 
schools from the start, to think it out from first 
principles. 

Secondary education is a process of education 
which begins somewhere after the 11th birthday in 
most cases and is carried on in the majority of cases 
until after the 16th birthday ; then it is stopped for 
good as far as the vast majority of the boys and girls 
of this country are concerned. That vast majority 
enters life at once and is absorbed by business or 
manufacture, wholesale and retail trade. The test, 

‘therefore, should be not whether they are fit for the 
University, but whether they are well prepared for 
life and the conditions of life as they will find them. 
Fifty years ago the proportion of the boys and girls 
of this country who went to the secondary schools 
of that day was small. The function of the secondary 
schools was merely to recruit for the Universities and 
the professions. If a boy was going into business he 
was taken away from school quickly and put by 
business men to the duty of licking stamps and 
sweeping the floor—duties which were supposed to 
give him an idea of the ground work of business. 
The result was that the secondary schools were en- 
tirely academic in outlook and regarded themselves 
as the handservants of the ‘Universities. 

We have to get away from that kind of thing now. 
I am one of those who think that the business of 
secondary education is primarily to develop intelli- 
gence—to develop the whole personality, mental and 
moral and physical. Therefore I hold that all forms 
of specialisation are out of place in that education, 
and that the boys and girls should not be called upon 
at school to learn business technique, or manufac- 
turing or engineering technique. I hold very strongly 
the view that in our schools at the present time there 
is already too much of so-called specialisation. 


——} 


I have only one other preliminary remark to make, 
and that is that business men too often forget what 
they themselves were like at 16 years of age ; they 
expect too much knowledge on too many subjects, 
and too accurate a knowledge, from the boys and 
girls who come to them for appointments. 

I have described the subject of my speech as 
** Reform in Secondary Education.” But I do not 
want you to think that I am a burning revolutionary, 
I am not a “ Red”; perhaps my colour is rather a 
pale pink, because I do not think there is much 
wrong with the conception of secondary education 
as it exists in the schools of our country at the 
present time. What I think is that its trend and 
content have become rather distorted and its ideals 
have been a little perverted. Secondary education 
is supposed, like classical Gaul, to be divided into 
three parts—a knowledge of one’s own language, a 
knowledge of foreign languages, and a knowledge of 
mathematics and science. I believe that is a fair 
description of what an educated boy ought to know. 
But, as I have said, I think there is now a wrong 
trend to each of those groups, and certainly a wrong 
emphasis on passing examinations. What we see 
taking place in the schools now is too often a number 
of dodges and tricks to pass examinations, and not a 
preparation for life. 

Now taking that as my standard—that education 
should be a preparation for life—I am going to be 
venturesome this afternoon and to tell you what I 
think the education of our schools should be and 
what it should aim at. I believe that all boys and 
girls from their earliest years should first of all be 
taught to draw and to use tools, and to appreciate 
music by the processes of singing and _ intelligent 
listening. I believe that in the very early years 

those are the natural ways by which the mind grows, 
and I do strongly hold that the English nation is 
naturally musical, but for some reason or other— 
perhaps owing to a wrong system of education—we 
have been losing a national birthright. After that, 
I believe that the foundation of our education should 
be based on our English culture and should be built 
up primarily on English subjects—English first. 
And there I say that the ideal should be how to use 
English—how to speak it and how to write it. I 
want the boy who is learning English to be one who 
can stand up and give a message clearly and con- 
cisely, who can give a clear account of something he 
has seen or read, who can write a letter clearly, make 
a clear statement of the facts, and show by a good 
precis that he can understand what he has read. 
That is what I mean by English. English literature 
I care much less about ; it is a subject for some but 
not for all. That is the first direction, I think, in 
which our secondary education is being perverted— 
our candidates are being taught to get up the notes 
from a couple of plays of Shakespeare or from a poem 
of Milton’s, and they are then passed as deserving of 
credit in English. They may have no command of 
the English language, and yet what is so important 
in a business house as to have one who can give @ 
good account of himself and who can take an in- 
struction clearly ? 
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The next part of English subjects is history, and I 
daim that history should be taught from the start 
with the idea of getting clear conceptions into the 
minds of the boys or girls—of course only in outline— 
of the facts concerning the present world situation 
and how it has all come about. I believe that the 
two great events that have got to enter their minds 
are the French Revolution and the Industrial Revolu- 
tion, the starting points of the world as it is to-day. 
It means that they must learn something about 
Britain and the Empire. The schools have been 
much to blame during the last 30 or 40 years for not 
teaching the boys and girls of the country more about 
the Empire. It means teaching them the history of 
Europe and the United States. The last two years 
at school should be devoted to this later period and to 
nothing else. I am saying nothing about earlier 
courses of world history, but it is impossible to deny 
that every intelligent citizen of this country when 
leaving school should know how it is that Europe and 
the world are what they are at the present moment. 


And allied with that, as part of the same culture, I 
place geography as being a necessary and important 
part of education. In some schools it is still neglected, 
if not dead, and in other schools it is too ambitiously 
taught. It seems to me to be an important part of 
education for everybody in the future—an outline of 
world geography, a knowledge of the great trade 
routes, of the great regions for the production of raw 
material, and of the great lines of commerce, a sense 
of great causes working out effects in the influence 
of environment on humanity. On those three subjects 
together you can build up a living conception of the 
world as it is to-day, and that seems to me to be the 
first foundation of intelligent citizenship. 


Then I believe that the knowledge of one foreign 
language is a necessary part of education. In my 
view, for various reasons into which I need not go at 
present, I think that language should now be, and 
must be for a long time to come, French. I wish I 
could say that I thought the subject of Latin justified 
itself for the average boy and girl, but I do not think 
that for the average boy and girl, when education 
Stops at the age of 16, Latin is a subject which can 
justify the amount of time which is spent on it—in 
nine cases out of ten entirely in vain. I think that 
inside out general education everybody should be 
taught one modern language, and taught it seriously 
and well. 


I would next place mathematics and science as a 
Subject that should be taught to all, but for their 
Standard I would again adopt the test of life and not 
of University education. There is a certain amount 
of mathematics that is in my opinion of little use ; we 
should aim rather less at academic standards and 
More at greater accuracy. There is a great deal of 
Science as now taught which is too formal and 
insufficiently related to reality, but that is not the 
case with biology, which is going to be the science of 
the future. From many points of view biology is the 
best science of all to teach those who are not going to 
learn any other science after they have left school. 


Of course the great gifts of mathematics and science 
are accuracy and the sense of the inevitability of 
reasoning based on abstract quantities. If the main 
outlines of education were taken in the way I have 
suggested I claim that we would have in our schools 
a much more living education, much more attractive 
to boys, because they would see exactly how the 
education they are receiving is related to the life they 
are going to live. 

Of course every school in the country would then 
have two sides. In early years the boys and girls 
in the schools would be split up. There would be 
those going on to the University, who would be dealing 
with their subjects in a different way—I am not going 
to talk about them—but there would be the larger 
number who would be following this broad general 
education, who are not academic, whose purpose in 
life is practical. At the present time our schools are 
very frequently divided into two or three classes, the 
A pupils, and the B pupils and sometimes the C pupils. 
But that division is made because the B pupils are 
simply those who are not so good at examinations ; 
the one class are pleased with themselves, and the 
others develop an inferiority complex. 

Of course you may tell me that not all schools 
stop at the age of 16, but I know that with the vast 
majority of the boys and girls of this country educa- 
tion does stop at 16, and with most of them for a long 
time to come that age is likely to be the final age. 
Nevertheless the time will come, I hope, when 18 
will be the age up to which boys and girls will stay 
at school. I submit that they can perfectly well 
continue the general lines of education which I have 
outlined up to that stage. They can carry on the 
same education and learn something of economics 
and something of the structure of finance and 
currency, of the problems of banking, of the great 
structure of the business world, and they can learn 
the elements of politics. They can also learn another 
modern language, together with a certain amount 
of mathematics and science, or they can learn more 
mathematics and science while keeping up their 
modern language. But my essential point is that 
they shall not specialise, but continue their general 
education up to the age of 18, and I think the 
business world will find that type of boy or girl 
worth waiting for. 

If the curriculum is shaped in that way, and the 
examinations follow it, then there will be room for 
experiments. There is no reason whatever why we 
should use a secondary education as an instrument 
for over-crowding the professions and the black- 
coated classes of this country. There is room for 
much experiment in art, handicraft and craftsman- 
ship. There is also room for experiment in suiting 
education to the needs of the locality. I think it is 
absurd that the secondary schools of the Rhondda 
Valley should be giving the same course as, say, the 
secondary schools in Bradford in Yorkshire, or again 
Bradford in Wilts. Towards the end of the course, 
secondary school education ought to be related to 
its own locality and its life. Moreover, there is 
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plenty of room for experiments in method, not only 
in the secondary schools but also in the public 
schools. In some places the old traditional methods 
have been thrown aside and new methods are being 
adopted, for instance an interesting experiment is 
being tried at Bryanston which I think will be of 
value in the future, but so long as the school certifi- 
cate and matriculation lie heavily on the boy or girl 
those experiments are not going to prove very 
fruitful. 

With regard to the education of girls, a mere man 
hesitates to plunge into that province which is sacred 
to the headmistresses, but what I feel about girls’ 
education is that hitherto they have played too long 
the sedulous ape to the boys. They have found it 
very important to prove that the girl can do as well 
as the boy on the same subject and in the same 
conditions. But are their needs the same? Are 
not the girls at the present time being treated worse 
even than the boys in that they are not getting the 
sort of education which they ought to have? Most 
of the girls, of course, will marry ; therefore the 
zsthetic and practical side of education is the one 
that is most important for them. Headmistresses 
claim that they should be permitted to reform the 
examination system in such a way that they can 
substitute that subject for foreign languages or 
mathematics, and, so far as the girls are concerned, 
that is perfectly right. But when they say that the 
rule should be applied in the same way to boys I 
disagree with them. We have to remember that 
man is going to remain the earner and woman the 
home-builder ; therefore I claim that, as far as girls’ 
education is concerned, if they follow the academic 
course they should be exactly on the same terms as 
the boys ; but as far as the average boy or the average 
girl is concerned the education should be such as to 
fit their needs, and they should be permitted to build 
that education mainly on English, art, music and 
housecraft. 

I am afraid I have kept you too long already, but 
the other thing which presses much on my mind at 
the present time is this—that not only in secondary 
schools but in all schools we ought to give much 
greater attention than we do to the question of 
_ national physique. Some headmasters who are 

present this afternoon, like myself, went to a confer- 
ence with the general staff at Camberley during the 
Christmas holidays, and it was there proved to us, I 
think beyond question, that the physique of this 
country is worse than it was, and that it is still 
degenerating. We were taken to Aldershot, and 
shown a squad of young men who had been accepted 
as recruits for the Army. We were told that they 
represented the 50 per cent. of the recruits who 
presented themselves from the general mass of the 
nation and were accepted ; the other 50 per cent. were 
therefore considerably worse than those we saw. We 
were told to judge for ourselves. 

This degeneration of national physique—if that is 
not an exaggerated description of it—is due to the 
massing of the population in towns. Of course it 
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can and it must be met by an effort on the part of the’ 


whole nation. We must make physique a basic part 
of our education, because on health and physique 
everything else depends. We can do this by de 
veloping within the schools a really progressive course 
of physical education and by encouraging everything 
that will take the boys and girls out of the towns into 
the country—hiking, youth hostels, and such move. 
ments. I think the Board of Education ought to 
take up this matter and really busy themselves about 
getting men and women who are capable of teaching 
this in our schools: they do not exist at present, 


What we need in this country is not the production 
of clever or brainy people—we shall get plenty of 
them and they can look after themselves. We should 
set before ourselves the task of producing great num- 
bers of healthy-minded men and women 
healthy bodies and wide interests, and then with these 
resources, thanks to their education, they will be able 
to make good use of that leisure which is going to 
be the lot of many of us to a greater extent than 
in the past. 

I thank you for listening to me so patiently. 
Believe me it is of the greatest importance to this 
country that in the next two or three years we should 
free education from its present shackles and put it 
to its proper use of serving the needs and the life of 
the whole community. (Applause.) 

Mr. E. Cassteton Exuuiotr: There has been 
entrusted to me a very interesting and pleasant task, 
that of proposing a vote of thanks to Dr. Norwood 
for his informative address. I use the word 
‘informative’ advisedly and the Incorporated 
Accountants in this hall will know the reason why. 
We have listened to an address from which, I am sure, 
we have all benefited. Speaking as an Incorporated 
Accountant—as a man of figures, of definition and 
accuracy—I think there is no one in this hall who 
will not be able to remember the points Dr. Norwood 
has put before us, because they are so definite. I 
think, if I may say so with all due respect and humil- 
ity, he prepared his address for accountants, who are 
only moderately educated people. (Laughter.) I 
was much interested in the point he made regarding 
the education of the very young—that they should 
be taught how to draw, how to use tools, and how to 
appreciate music—because there is a certain pre 
paratory school whose headmaster is giving particular 
attention to these features of education. He says 
that the other things will come later, and I think he 
is quite right, for the boys from that school do well in 
after life. Coming to the main features of education, 
I am sure Mr. Witty will agree with me that those are 
the features of the great public school to which we 
went. There was no question of a school certificate 
or matriculation for the majority of us ; what head- 
masters of those times wanted us to do was to get @ 
thorough groundwork of education so that in after 
life we could educate ourselves. I think it is neces 
sary for every boy and girl in this country to be able, 
after the age of 16, on Se ee 
earlier years. Dr. Norwood says the subjects of 
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study should be history, English, geography and 
French. I am rather surprised to hear that he is not 
very keen on Latin, because I was one of those who 
were put on the classical side of the school and studied 
Latin to a certain extent, and I think it was good 
groundwork for learning modern foreign languages. 
At the same time I think Latin is a very difficult 
subject for a boy, and if in its place French is 


- substituted it will be more useful. We must all agree 


that French is highly essential for present day 
commeree. Then mathematics and science teach 
accuracy, and accuracy to us as accountants is a 
first essential. We were all interested, I am sure, 
in what Dr. Norwood said with regard to the urgent 
necessity for boys or girls being taught to express 
themselves clearly. The difficulty with certain 
accountants to-day is this, that they know their 
subject well but when it comes to a question of 
presenting that subject to an audience they find 
themselves handicapped. There is no doubt that 
impromptu speaking is an urgent necessity of the day. 
Dr. Norwood has put all those points before us very 
clearly and definitely, and we are much indebted to 
him for having spared the time this afternoon to 
come here and address us. He is an extremely busy 
man, and when I mention that I saw in The Times 
that he has been elected Chairman of the Head- 
masters’ Conference in 1933 you will see that we were 
extraordinarily fortunate in getting him to accept 
our invitation. That is an honour which all head- 
masters aspire to, I believe, and I am delighted to 
congratulate Dr. Norwood upon his appointment. 
It means much hard work and, no doubt, much con- 
troversy, because he is the most outspoken head- 
master of to-day. In that appointment education 
has cause for congratulation. Now, without more 
ado, I propose a very cordial vote of thanks to 
Dr. Norwood for his instructive and illuminating 
address, which will be published in full in our 
Journal, and I hope it will be read by all accountants 
throughout the country. 

The vote of thanks was carried with acclamation. 


Dr. Norwoop : It will suffice to say that I feel the 
gratitude should be upon my side. It has been a 
pleasure to come here and speak upon this topic, 
which is very near to my heart. It has given me a 
great opportunity, and I thank you very much indeed 
for your generous hospitality. 


DEPRECIATION RATES AND INCOME TAX. 


The Board of Inland Revenue announce that there have 
been no additions or alterations to the list of agreed normal 
tates of depreciation for income tax purposes since 
August 30th, 1932. 


It should, however, be noted that, following repre- 
sentations made by the Municipal Tramways and Trans- 
port Association, the Board have agreed that, subject to 
the approval of the Commissioners concerned, the allow- 
ance of 15 per cent. on the written-down value of Trackless 

Omnibuses may be continued for a further period 
of five years ending with the year 1935-36, the rate of 
allowance to be reconsidered at the end of that period. 


Correspondence. 


SUR-TAX ON PROFIT RENTALS. 


To the Editors Incorporated Accountants’ Journal. 
Sitrs,—I thank you for the comments on my letter in 
the March issue of the Journal. Am I once more mistaken 
in supposing that the Neumann case is authority for the 
assumption that the sur-tax does not follow the income 
tax? Permit me to run over, once again, the salient 
features of the foregoing case :— 


(1) The profit rentals constituted a taxed fund ; 
(2) Mr. Neumann received a share ; 


(8) This share, for income tax purposes, could not 
possibly be in the sum received, for the reason 
given in (1);: 


(4) As only the sum received was entered in the sur-tax 
return, how can it be maintained the latter follows 
the income tax? If the taxpayer had wished to 
ascertain his total income for a purpose, say for 
life premium relief, at what figure would the 
dividend, the subject of the appeal, be required 
to be entered in the statement of total income ? 


I must confess the case appears to be the most confusing 
that has been decided for many years. 

Yours faithfully, 
E. H. 

London, March, 1933. 

[The short report of the Court of Appeal decision in 
the Neumann case, which will be found in our “ Notes 
on Legal Cases” this month, may be of assistance to 
our correspondent.—Ebs., J.A.J.] 


INCOME TAX ON ANNUITIES. 
To the Editors Incorporated Accountants’ Journal. 

Sirs,—I annex copy of a letter received from a client 
which you would perhaps publish in the Journal as being 
of professional interest and importance. I believe I have 
somewhere seen it stated that the instalments of an 
ordinary annuity consist not only of interest, but also of 
capital—the contention being that only the interest is 
income liable to income tax and that it should be separated 
from the capital portion which should not be taxed :— 

Dear Sir,—I suggest taking out a policy with a 
Canadian insurance company when, for a sum of 
£2,252 deposited with them (age next birthday 69), 
I am to receive an annuity of £200. Should I die 
before the sum of £2,252 has been refunded to me, 
the balance is to be paid to my executors. The 
question is, ought I to be charged income tax on 
the full £200 received, or only on such portion as 
represents interest (income) and not on capital ? 
The answer to this question will be greatly esteemed. 
—Faithfully yours, G. T. J. 

Yours faithfully, 
ERNEST S. MEAD, 
Incorporated Accountant. 

Otley, March, 1933. 

[The question raised above was discussed fully in an 
article termed “* What is an Annuity ?” which appeared 
in the Incorporated Accountants’ Journal of August, 1930. 
The Court of Appeal judgment in the principal case therein 
referred to, namely, Perrin v. Dickson, is reported in 
XIV Tax Cases, at page 617.—Ebs., I.A.J.] 
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Soriety of Incorporated Accountants 
and Qubditors. : 


MEMBERSHIP. 
The following additions to and promotions in the 
Membership of the Society have been completed since 
our last issue :-— 


ASSOCIATES TO FELLOWS. 

CoLEMAN, Ernest Ceci, (Button, Stevens & Witty), 
6, Dowgate Hill, Cannon Street, London, E.C.4, 
Practising Accountant. 

Evans, Wituiam Vicror, Borough Treasurer and 
Accountant, High Street, Caernarvon. 

Ler, HERBERT Victor, O.B.E., Chief Financial Officer, 
City of Peterborough, Midgate, Peterborough. 

PaTEL, JEHANGIR Hormussi (Jehangir H. Patel & Co.), 
49, Apollo Street, Fort, Bombay, Practising 


Accountant. 
ASSOCIATES. 
Baker, Harry, Clerk to Alex. Thal & Co., United 
Buildings, 53-55, St. George’s Street, Cape Town. 
BEARDSMORE, ERNEST FRANK, Clerk to Corfield and 
Cripwell, 12, Cherry Street, Birmingham. 
BENNINGTON, NoRMAN, Borough Treasurer’s Department, 
Town Hall, Ealing, London, W.5. 
BrrKBEcK, WILLIAM Appison, Clerk to O. A. Watson, 
10, Peacock Lane, Leicester. 
Borrey, JAMES ROWLAND, Assistant Borough Accountant, 
Municipal Buildings, Reigate, Surrey. 
BowcGeEn, NELLIE EvizaBetH, Clerk to E. Watts & Co., 
77, Chandos House, Palmer Street, London, S.W.1. 
Brooks, ReuseNn, Clerk to Arthur G. Mortimer, 43, 
Chancery Lane, London, W.C.2. 
Brown, CHARLES ANTHONY, City Treasurer’s Office, 
Town Hall, Newcastle-upon-Tyne. 
CARBERRY, ROBERT GEORGE, Clerk to James A. Win- 
nington & Co., Castle Arcade Buildings, Belfast. 
(CHAKRAVARTY, ANNADA CHARAN, Clerk to Price, Water- 
house, Peat & Co., B4, Clive Buildings, Calcutta, 
India. 

CULVERWELL, GEOFFREY ARTHUR, Clerk to Bell, McCombie 
& Co., Barclays Bank Chambers, Hitchin. 

Daruvata, JAL Kuursep1, B.A., formerly Clerk to 
K. S. Aiyar & Co., 65, Apollo Street, Bombay. 

Eason, BERNARD NEWLY, Clerk to Hutchins & Plowman, 
11, Pancras Lane, Queen Street, London, E.C.4. 

Evans, Cyrit PoweE.., Clerk to H. W. Baddeley, Corn 
Exchange Chambers, High Street, Newport (Mon.). 

GwyTHER, GorpoN IvemeEy, Clerk to Allen & Baldry, 
Adelaide House, King William Street, London, E.C.4. 

Hackett, GreorGE, Clerk to Alexander Hannah, 51, 
North John Street, Liverpool. 

HANKINSON, ROLAND Corry, Deputy Borough Treasurer, 
Municipal Buildings, Haslingden. 

INKIN, WILLIAM GriFFitTH LiLoyp, Clerk to Alban & Lamb, 
Barclays Bank Chambers, Newport (Mon.). 

INNES, ALEXANDER THOMAS, Clerk to James M. Brodie 
& Co., 78, Prince’s Street, Port Glasgow. 

Levack, GEORGE Duncan, 4, The Tything, Worcester 
(formerly articled clerk). 

Lucas, JoHun Wycuirre, Clerk to P. W. Lawrie, 41, 
Belvoir Street, Leicester. 

-O’Manony, Wi111AM JosEpH, offices of the Cork Harbour 
Commissioners, Cork (formerly articled clerk). 

PaRKER, EpwarpD Noet, Clerk to Rhodes, Stringer & Co., 
31, Manor Row, Bradford. 

Penn, Eric Witiiam, Clerk to J. Hulbert Grove & Co., 
Swan House, 183/185, Oxford Street, London, W.1. 


SmirH, CHARLES ALEC, Clerk to E. Harlow & Co., Grosvenor 
Chambers, 23, King Street, Nottingham. 

Tritt, Leste Ricwarp, Clerk to Saffery, Sons & Co., 
1, Union Crescent, Cecil Square, Margate. 

Waricut, WILFRED CHARLES STEWARD, Clerk to Nicholson 
Beecroft & Co., 1-4, Paternoster Row, London, E.C.4. 

WaitakerR, Jack, Clerk to J. W. Reynolds & Son, 49, 
Bank Street, Bradford. 


Changes and Remodals. 


Mr. J. V. Couzens, Incorporated Accountant, announces 
that he has removed his offices to 3, Victoria Crescent, 
Bradford Road Junction, Portsmouth. 


Messrs. Darr, Rickard & Co., Incorporated Accountants, 
have removed their offices to Royal London House, 
17, Finsbury Square, London, E.C.2. 


Messrs. Duck, Mansfield & Co., Incorporated Account- 
ants, announce a change of address to 66, Broad Street 
Avenue, London, E.C.2. 


Messrs. S. J. Dudbridge & Sons, Incorporated Account- 
ants, of Stroud and Gloucester, announce that their 
Gloucester office has been removed to Tabard Chambers, 
Northgate Street. 


Mr. Sidney Foster intimates that he has taken into 
partnership Mr. L. W. Foster, and that the practice will 
be continued under the style of Sidney Foster & Sons, 
res Accountants, at 2, Narrow Wine Street, 

ristol, 1. 


The partnership hitherto existing between Mr. S. Lloyd 
Francis, Mr. H. Dixon Williams, and Mr. E. S. Holling- 
dale, under the style of Francis, Williams & Hollingdale, 
Incorporated Accountants, has been dissolved by mutual 
consent. Mr. S. Lloyd Francis and Mr. H. Dixon Williams 
will continue to practise at Burlington Chambers, Union 
Street, Swansea, in the firm name of Francis & Williams, 
Incorporated Accountants. Mr. E. S. Hollingdale, Incor- 
porated Accountant, will practise on his own account at 
12, Midland Bank Buildings, Castle Square, Swansea. 


Mr. Wade Hustwick, Incorporated Accountant, has 
opened a branch office at Barclays Bank Chambers, Otley 
Road, Shipley. 


Messrs. Price, Waterhouse & Co., Chartered 
Accountants, announce that they have a ane an office 
at 30, Kungsgatan, Stockholm. 


Mr. Dilbag Roy, B.A., Incorporated Accountant, has 
commenced to practise at Kashmere Gate, Delhi, India, 
under the style of D. Roy & Co. 


Mr. J. N. Struthers, practising under the style of 
Beever & Struthers, announces that he has taken into 
partnership Mr. W. H. Chesworth. The practice will be 
continued under the style 6f Beever & Struthers, Incor- 
porated Accountants, at 1, Cooper Street, Manchester. 


Mr. W. McIntosh Whyte, F.S.A.A., formerly practising 
at Mansion House Chambers, 11, Queen Victoria Street, 
London, E.C.4, announces that he has taken into partner- 
ship Mr. W. E. Fitzhugh, B.Com., F.S.A.A., A.C.A., and 
Mr. F. R. Tillett, M.A., F.C.A., AS.A.A. "The practice 
will be continued under the name of W. McIntosh Whyte 
& Co., Incorporated Accountants, at Finsbury Pavement 
House, 120, Moorgate, London, E.C.2. 
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THE ASSOCIATION OF BRITISH 
CHAMBERS OF COMMERCE, 


Deputation to the Chancellor of the Exchequer. 

Last month a deputation from the Association of British 
Chambers of Commerce, headed by Sir Edward Iliffe, was 
received by Mr. Neville Chamberlain, the Chancellor of the 
Iexchequer, at the Treasury, and submitted the Associa- 
tion’s views with regard to the forthcoming Budget. 


Sir Epwarp Ivirrt in introducing the Deputation, said : 
As representatives of a large section of the trading com- 
munity, and particularly those engaged in the manufac- 
turing and export business, we must emphasise once more 
that the present high level of taxation is an enormous 
handicap to trade development. We know something of 
your difliculties. We are aware that you have carried 
out certain recommendations made by the Committee 
over which Sir George May presided. Since then you 
have received the recommendations of another Committee 
presided over by Sir William Ray. That Committee, I 
understand, aimed particularly at securing reductions in 
local expenditure in contrast to reductions in national 
expenditure. Local expenditure has grown enormously 
since the war and, from a commercial point of view, a 
reduction in rates is even more necessary than a reduction 
in taxation. One is a direct addition to manufacturing 
costs while the other is a charge on profits, but a reduction 
in both rates and taxes is really essential if trade is once 
more to flourish. I hope, therefore, that the efforts of 
the Government to reduce unproductive expenditure will 
not be relaxed in any way. Our Finance and Taxation 
Committee, under the chairmanship of Mr. Lakin-Smith, 
has given a considerable amount of thought month by 
month to various questions affecting the taxpayer. We 
have been in close touch with the Board of Inland 
Revenue, and are glad to say our relations with that 
Board are most cordial. There are, however, a number 
of matters which, with your permission, I would ask 
Mr. Lakin-Smith to deal with. I have asked him par- 
ticularly to put before you proposals to assist in the 
development of industrial enterprise by means of certain 
reliefs from taxation. Mr. Lakin-Smith was _ himself 
responsible, in the first instance, for these suggestions, 
which, however, have since been thoroughly discussed and 
endorsed by the Council of the Association. With your 
permission I will therefore now call on Mr. Lakin-Smith. 

Mr. H. Laxrn-Smiru, F.C.A., Vice-President and Chair- 
man of the Finance and Taxation Committee of the 
Association, after expressing satisfaction at the imposition 


of duties upon imports of foreign manufactured goods 


with the resulting improvement of trade in this country, 
the curtailment of imports and the increase in the national 
revenue, said they desired to make the request that 
provision should be made in the new Finance Bill to 
prevent the exploitation of the British Market by foreign, 
and even Dominion, manufacturers exporting goods to 
the British market at prices below the selling prices in the 
country of production. 

Turning to the question of Inland Revenue taxation 
Mr. Lakin-Smith said : We desire first to say that in our 
opinion the present rate of income tax is so high as to be a 
serious hindrance to the revival of trade and industry in 
this country, and to beg for its reduction at the earliest 
possible moment. A reduction in the rate would be a 
great incentive to trade revival. 


WEAR AND TEAR ALLOWANCES. 
The Association is being continuously urged by Cham- 
bers of Commerce throughout the country to urge upon 


you the insufficiency of the existing allowances for wear 
and tear and of the urgent need for some relief upon that 
portion of profits earned which is not distributed, but 
put to reserve and is required for the development and 
extension of a business. 

Taking the question of wear and tear first, this subject 
divides itself into two parts (a) Wasting assets in respect of 
which no allowance for wear and tear is given, and (b) 
Wasting assets for which a wear and tear allowance is 
given but, in spite of the recent one-tenth added to the 
rates, is still regarded as insufficient. 

With regard to (a) wasting assets in respect of which 
no allowance is now given we had a special committee 
considering this matter a year or two ago, and a copy of 
their report was in 1930 presented to your predecessor in 
the office of Chancellor. The report points out that the 
Inland Revenue collects income tax on more than the real 
profit earned by the fact that no allowances are made for 
depreciation of buildings and many other inherently 
wasting material assets and we ask especially now that 
income tax may remain at a high level for many years, 
that traders may be allowed equitable treatment with 
regard to all wasting assets, and would add that in our 
opinion all expenditure incurred with the principal object 
of the carrying on of a profit-seeking undertaking should 
also be allowed as a charge. 


On the question of (b) allowances for wear and tear of 
plant and machinery, many of our constituent Chambers 
of Commerce report great dissatisfaction with the rates 
allowed, and especially so on the ground of the great 
speeding-up of machinery in recent years and consequently 
greater wear and tear, and the inadequacy of our rates 
compared with the rates enjoyed by some of our foreign 
competitors. We are aware that many of the existing 
rates have been agreed between trade associations and the 
Inland Revenue, and we ask that applications for revision 
of rates from trade associations may receive favourable 
consideration. 


CapiraAL EXPENDITURE ON PLANT AND BUILDINGS. 

I now turn to the question of the urgent need for some 
relief upon that portion of the profits earned which is not 
distributed but is required for the development and 
extension of a business. I would remind you that 
Viscount Snowden in the House of Lords last year said 
that if the finances of the country permitted, something 
ought to be done to deal with the undoubted hardship 
which is inflicted upon companies by the taxation of the 
sums which they place to reserve, but it would have to be 
protected by safeguards and there would have to be an 
assurance that the money put to reserve was not after- 
wards distributed in dividends and that it was used for 
the purpose of capital development. He also expressed 
the hope that when the finances of the country will permit 
of this reform being carried out something will be done to 
deal with what is undoubtedly a hardship and an injustice, 
With income tax at such a high rate we submit, Sir, that 
this reform is all the more urgent. 


I have the permission of the Association to bring before 
you a proposal in an endeavour to provide for this, which 
I believe could, with proper safeguards, be a satisfactory 
method of dealing with this problem, and it has the 
advantage that it could in no way affect the income tax 
yield in 1933-34. A further point is that to deal with 
reserves in the way originally proposed is a morc 
complicated proposal than the one which I have to make. 

I suggest that in the Finance Bill, 1933, there should be 
a section to the effect that in respect of the assessable 
profits of any business, whether owned by private or public 
limited companies or privately-owned, assessed under 
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Schedule D for the assessment year 1933-34 and each 
subsequent assessment year, any portion of such assessable 
profit nor exceeding one-sixth, which shall, during the 
two assessments years following the year of assessment, be 
expended upon a capital extension in plant or buildings for 
the sole use of the business shall be allowed as a deduction 
from the assessable profits of the year of assessment in 
which the amount is expended. It should not deplete the 
income tax yield. As I have said, it would not affect the 
year 1933-34 at all, and in subsequent years would gradually 
come into operation, and though this relief might in total 
amount to a considerable sum yet inasmuch as _ these 
allowances would only be given for definite capital exten- 
sion and development of businesses, and no owners of 
businesses would be likely to undertake these extensions 
and developments unless there were prospects of additional 
profitable trade, the result should be increased taxable 
profits which should more than compensate the Inland 
Hevenue for the allowance. I beg to commend this 
suggestion for your consideration. 


CODIFICATION OF INCOME Tax Laws. 

We beg once again to urge the early completion of the 
report of the Committee on the codification of income tax 
laws which was appointed more than five years ago, and 
once again to ask that before legislation is introduced on 
the subject the Association and other similar bodies may 
have the opportunity of considering the report and making 
recommendations. 

We desire to urge that in appeal cases where the Crown 
appeals from the decision of the Commissioners that costs 
of the appeal should be borne by the Crown as a matter 
of right and not merely of grace, unless otherwise ordered 
by the Court. Further, that the costs of appeals incurred 
by businesses should be allowed as an expense in arriving 
at the assessable profits. 


SECTION 34 CLAIMs. 

May we also state that, though the instructions in the 
revised modified form for the withdrawal of certain 
concessions formerly allowed, in connection with claims 
made under sect. 34, are less objectionable than in the 
form they were originally issued, and even if it can be 
argued that they are not really inequitable, yet the 
Association regards this as a most unfortunate time in 
which to have removed concessions which have existed for 
several years and which were a real help to businesses 
trading at a loss, the businesses which most need help at 
the present time. We therefore ask that the concessions 
may be reinstated on the lines previously allowed. 

We also wish to ask that British subjects resident in 
India and other tropical countries, obliged to maintain an 
establishment at home on account of health and for the 
purposes of the education of their children, should be 
exempt from income tax on income remitted to the United 
Kingdom. Visitors do not pay income tax unless they 
are resident in this country for six months or maintain 
an establishment here. Consequently the unmarried man 
avoids liability whereas the married man with children 
cannot avoid it. 


The CHANCELLOR OF THE EXCHEQUER in reply thanked 
the deputation for submitting their views, and promised 
to give careful consideration to the representations made. 


The deputation consisted of Sir Edward Iliffe, C.B.E., 
President ; Sir Arthur Shirley Benn, M.P., Ex-President ; 
Mr. H. Lakin-Smith, F.C.A. (Birmingham), Vice-President 
and Chairman of the Finance and Taxation Committee ; 
Sir James Martin, Vice-President (London); Sir John 
Sandeman Allen, M.P., Vice-President (Liverpool) ; 
Mr. Harry Parsons, Vice-President (Southampton) ; Mr. J. 
Arthur Aiton, C.B.E. (Derby) ; Mr. A. R. Atkey (Notting- 


ham); Captain J. Griffith Fairfax (Norwich); Mr. A. W. 
Palmer (Portsmouth) ; Sir Arthur Peel, K.C.M.G. (Brazil) ; 
Mr. W. .Turpin (Swansea), and Mr. R. B. Dunwoody, 
C.B.E., Secretary. 


QUESTIONS IN PARLIAMENT. 


Government Departments and Qualified 
Accountants. 

On March 6th, Mr. Ruys Davies asked the Financial 
Secretary to the Treasury whether he is aware that the 
Civil Service is practically closed to persons who have 
been articled to firms of accountants, and who, at the 
age of 21 or thereabouts, have passed their final examina- 
tions to qualify in that profession outside the Civil Service ; 
and whether he can make arrangements to allow such 
persons to compete in Civil Service examinations for 
Government posts as accountants and auditors on equal 
terms with members of the Civil Service staffs ? 


Mr. Hore-BeE.tsua : Vacancies in the Civil Service for 
which it is considered desirable to require candidates 
to have obtained professional accountancy qualifications 
at the time of candidature are ordinarily open to civil 
servants and outside candidates alike. In other cases, 
candidates are recruited for accounting duties direct 
from the normal Civil Service open competitive examina- 
tions, and, where necessary, subsequently acquire pro- 
fessional qualifications during their service. These com- 
petitions are open to all candidates at the prescribed age 
limits, and I see no reason for extending these limits in 
favour of persons who article themselves to firms of outside 
accountants. I would add, for the information of the 
hen. Member, that persons who have qualified as 
accountants are eligible to compete for commissions in 
the Accountant Branch of the Royal Air Force, if they 
are between the ages of 22 and 26 years. 


Death Duties (Insurance). 

On March 13th Sir W. Davison asked the Chancellor 
of the Exchequer whether in view of the serious drain on 
capital resources of the country by reason of the capital 
levies made by Death Duties, he will consider the desira- 
bility of encouraging taxpayers to take out insurance by 
means of an annual payment out of income to meet the 
estimated amount of the duty payable out of capital on 
their death by providing that the amount of such insurance 
not exceeding the amount of duty, shall not be taken into 
consideration in the valuation of the estate for Death 
Duties ? 


The FINANCIAL SECRETARY TO THE TREASURY (Mr. 


Hore-Belisha) : This matter is one with which, I hope my _ 


hon. Friend will admit, it is impossible to deal adequately 
within the limits of a Parliamentary answer. As my 
hon. Friend knows, his suggestion has been considered by 
this House on many occasions, but, apart from objections 
on principle, the cost to the Exchequer has always made 
it impossible for it to be accepted. 


Sir W. Davison : Does my hon. Friend not recognise the 
unfairness, when a man insures for a sum of money in order 


to pay his Death Duties, that that sum should be added to - 


his estate, and that he has to pay Death Duties thereon ? 
Is it not obviously unfair, and is it not desirable that the 
State should get rid of this continuous capital levy, which 
is not in the national interest ? 

Mr. Hore-Bewisua: My hon. Friend will see that his 
proposal would give a preference to a particular kind of 
saving, but as I tell him, it is not possible to debate the 
matter by question and answer. 
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A Lecrurer delivered to the Incorporated Accountants’ 
Society of Manchester and District by 
Mr. R. KYNOCH CLARK, A.C.A., 
Official Receiver in Bankruptcy, Manchester. 


Mr. CLarK said: One of the first duties of a trustee 
of a bankrupt’s estate is to deal with the preferential 
claims. Until these have been dealt with he cannot 
know how much he has available for distribution 
amongst the general body of creditors. As there are 
usually substantial assets in cases where a_ trustee, 
other than the Official Receiver, is appointed, such 
creditors as are preferential in accordance with the 
provisions of the Act will generally be paid in full. 
This is in contrast to the large number of cases 
administered by an Official Receiver in which there are 
little or no assets, and the preferential claims only get 
paid something on account or nothing at all. It thus 
behoves a trustee to examine such claims very carefully 
and to see that they strictly comply with the provisions 
of the Act before they are admitted for payment. Although 
points of difficulty not infrequently arise on preferential 
claims, the trustee will usually find he can come to a 
satisfactory settlement with the creditor concerned 
because most of such claims are due to the Crown or to a 
public body, who should be just as anxious as the trustee 
to act only in accordance with their rights and not to 
serve any personal motive. 

PREFERENTIAL DEBTs. 

These are set out in sect. 33 of the Bankruptcy Act, 
1914 (hereinafter referred to as **B.A., 1914”’), sub-sect. (1), 
which states that in the distribution of the property of 
a bankrupt there shall be paid in priority to all other 
debts the following :— 

(a) All parochial or other local rates due from the 
bankrupt at the date of the receiving order, and 
having become due and payable within twelve 
months next before that time, and all assessed 
taxes, land tax, property or income tax assessed 
on the bankrupt up to the 5th day of April next 
before the date of the receiving order, and not 
exceeding in the whole one year’s assessment ; 

(b) All wages or salary of any clerk or servant in 
respect of services rendered to the bankrupt during 
four months before the date of the receiving order, 
not exceeding fifty pounds ; 

(c) All wages of any labourer or workman not exceeding 
twenty-five pounds, whether payable for time or for 
piece-work, in respect of services rendered to the 
bankrupt during two months before the date of the 
receiving order : Provided that where any labourer 
in husbandry has entered into a contract for the 
payment of a portion of his wages in a lump sum 
at the end of the year of hiring, the priority under 
this section shall extend to the whole of such sum, 
or a part thereof, as the Court may decide to be 
due under the contract, proportionate to the time 
of service up to the date of the receiving order. 

(d) All amounts due (by an uninsured employer) in 
respect of compensation under the Workmen’s 
Compensation Acts, the liability wherefor accrued 
before the date of the receiving order ; and 

(ec) All contributions payable under the National 
Insurance Acts by the bankrupt in respect of em- 
ployed contributors or workmen in an insured 
trade during twelve months before the date of the 
receiving order. 


Subject to the retention of such sums as may be neces- 
sary for the costs of administration or otherwise and to 
any claims having pre-preferential rights, to which I 
refer later, the debts I have enumerated rank equally 
between themselves and are paid in full. 

If the available funds are insufficient to pay such debts 
in full, then an abatement must be made in equal pro- 
portions, that is to say, the trustee must divide the 
available balance pro rata amongst these preferential 
creditors. 

Preferential debts must, of course, be proved for in the 
same way as debts ranking for dividend. 

In the case of a deceased person who dies insolvent, 
the preferential provisions of this section apply as if he 
were bankrupt except that the date of death is sub- 
stituted for the date of the receiving order. 

By sect. 16 (19) of the Bankruptcy Act, 1914, no scheme 
or composition can be approved by the Court which does 
not provide for the payment of the preferential debts in 
priority to other debts ; and the Crown itself is bound 
by this provision. 

PRE-PREFERENTIAL DEBTs. 

In addition to the preferential debts of rates, taxes, 
&c., referred to in sect. 33, there are certain other debts 
which, by virtue of special Acts of Parliament and con- 
firmed by the provisions of sub-sect. (9) of sect. 33, have 
what may be termed pre-preferential treatment. 


(1) Claims by Friendly Societies and by Trustee Savings 
Banks. 
(Friendly Societies Act, 1896, sect. 35; Trustee Savings Bank 
Act, 1863, sect. 14 ; Savings Bank Act, 1891, sect. 13.) 


When a bankrupt is an officer of a friendly society 
registered under the Friendly Societies Acts, any money 
or other property of the society which may be in the hands 
of the bankrupt, by virtue of his office, is to be delivered 
in full to the trustees of the society, in preference to any 
other debts or claims against the estate of such officer, and 
whether the money or property be earmarked, or not. 

Special consideration should be given to any such claim 
if there is a suggestion that it has been compromised before 
the receiving order, such as by taking a promissory note 
from the bankrupt or that the money or property is not 
in the bankrupt’s hands actually in his capacity as officer 
of the society. 

Under the Trustee Savings Bank Acts, moneys mis- 
appropriated by a bankrupt officer of a Savings Bank 
have to be made good out of the estate within forty days 
after demand by two of the trustees of the Savings Bank. 


(2) Claims by Trustees of Deeds of Arrangement Voided 
by Bankruptcy. 
(Deeds of Arrangement Act, 1914, sect. 21.) 


Where a deed of arrangement is avoided by the bank- 
ruptecy of the debtor, the deed trustee is entitled to be 
paid such expenses as have been properly incurred by him 
in respect of duties which a deed trustee has for the 
first time to perform under the Deeds of Arrangement 
Act, whether the deed turns out to be a good or a bad 
deed. Such duties do not include a solicitor’s charges for 
preparing the deed or calling the meeting of creditors, and 
charges for preparing, registering or obtaining assents of 
creditors to the deed. So far as such expenses are con- 
cerned, the trustee is in the same position as he was 
before the Act was passed. Expenses allowed the deed 
trustee in this way would probably include expenses in 
opening and working a banking account and in dispensing 
with his security. 
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Debtors. 
(B.A., 1914, sect. 130 (6).) 

Proper funeral and testamentary expenses incurred by 
the legal personal representative in and about the debtor's 
estate should be allowed in full. It should be noted that 
the claim is that of the legal personal representative and 
not that of the creditor. The effect of this is that the 
responsibility for incurring any expenses not allowed by 
the administration trustee will fall on the legal personal 
representative and not on the estate. 


(4) Claims for Return of Premium on Indentures. 
(B.A., 1914, sect. 34 (1).) 

Where an apprentice or articled clerk has paid to the 
bankrupt any sum of money by way of premium the 
trustee may, subject to an appeal to the Court, return a 
portion of the premium relating to the unexpired term 
of the indentures. The trustee may, however, if he 
thinks it expedient,.instead of taking this course, at the 
request of the apprentice or articled clerk, transfer the 
indenture or articles to some other person. The original 
indenture or articles can be terminated absolutely by the 
bankrupt or the apprentice or clerk giving notice in 
writing to the trustee. 


PAROCHIAL OR OTHER LOCAL RATEs, 
(B.A., 1914, sect. 33 (1) (a@).) 

All such rates which have become due and payable 
within twelve months next before the receiving order 
are preferential. A demand note must accompany the 
proof of debt setting out the period covered by the claim. 
The test of the governing date is the date the rate became 
due and payable and not necessarily the date the rate 
was made, 

If the rate is not made payable by instalments the 
whole rate is “‘due and payable” within the meaning 
of the section. 

Where a rate is payable by instalments only such 
instalments as were actually due at the date of the 
receiving order are preferential, and such a rate becomes 
**due and payable” within the meaning of the section 
on the date the rating authority declares the particular 
instalment to be due. 

Rates or instalments of rates are only payable for the 
period during which the particular premises are in the 
occupation of the debtor or the trustee. 

By arrangement with the rating authorities the claim 
is usually apportioned up to the date of the receiving 
order or the date of the sale of the goods on the premises 
rated, but it now appears to be established that the trustee 
is liable for the rate for such period as he allows the bank- 
rupt to remain in occupation. The only way to avoid 
this extra charge is either to get the bankrupt out of the 
premises or to obtain payment from him for the period of 
occupation after the receiving order or sale. It would 
appear that a disclaimer of the premises gives no relief 
to the trustee for an existing rate. 

Before leaving the subject of rates, there are one or 
two special points which I think should be mentioned, 
and they are as follows :— 

Drainage Rate. 

A drainage rate, under Drainage Act, 1918, is pre- 
ferential. 

Gas, Electricity and Water Supplied Prior to the Receiving 
Order. 

Claims for gas, electricity and water supplied prior to 
the receiving order do not, in general, come within the 
terms of sect. 33 (1) (a) and are not payable in full except 


allowed in such Act : 
(a) A preference similar to that given in sect. 33 of the 
Bankruptcy Act; or 
(6) The right to distrain with or without legal powers. 


If, in this latter event, the right to distrain is, in the 
terms of the special Act, equivalent to a landlord’s right to 
distrain for arrears of rent then, if there are goods on the 
premises available for distress, the trustee will have to 
give the usual guarantee. 

TAXES. 

This subject could in itself form the material of a 
whole lecture, so I propose only to deal with the essential 
features more commonly met with in practice. 

It should be clearly understood that taxes are not, in 
contrast to rates, apportionable. So that if the bankrupt 
has been assessed for a certain sum, the whole of that 
claim will either be payable in full or, in the circum- 
stances shown hereafter, partly be paid in full and partly 
rank for dividend; or if the bankrupt has made no 
profits (under Schedule D), will be wholly withdrawn. 

The method of dealing with tax claims is largely 
governed by a set of regulations approved by the Board 
of Trade and Inland Revenue Authorities, which are set 
out in the text-book. 

Subject to what I am going to say later on, only taxes 
assessed on the debtor up to April 5th next before the 
date of the receiving order are payable in full, and this 
applies to assessment under any of the schedules. The 
Act further provides that the amount payable in full shall 
not exceed in the whole one year’s assessment. Thus, 
if a debtor was liable at the time of his bankruptcy, for, 
say, five years’ tax irrespective of the schedules under 
which the tax or taxes were payable, only one of those 
years is paid in full (and it is natural that the Crown will 
choose the year with the largest amount); and the rest 
will rank for dividend only. 


Assessments Under Schedule A. 


Where a receiving order is made on or after December Ist 
in the year of assessment under Schedule A upon the 
debtor (whether he be the owner or occupier of the 
premises) or the trustee remains in possession of the 
premises until January Ist next following a receiving 
order made prior to December Ist, the Crown’s proof for 
Schedule A property tax up to April 5th next following 
the date of the receiving order ranks for dividend only. 

Where the receiving order is made prior to December Ist 
in the year of assessment, the Crown will not claim for 
Schedule A property tax for the year ending April 5th 
next following the date of the receiving order unless the 
trustee remains in possession of the premises assessed 
until the following January Ist. 


Tax on Interest, &c., Paid by the Debtor. 
Where the debtor has paid interest on loans or other- 
wise and has deducted therefrom tax which he had not 
accounted for to the Crown at the time of his bank- 
ruptcy, such tax is assessable upon the debtor and not 
upon the person to whom the interest is paid. This 
provision was specially introduced in the Finance Act, 


1927, to nullify the result of the 1926 case of In re Lang - 


Propeller, Limited, which, as you will no doubt remember, 
decided that such interest was not preferential on the 
ground that the paying company were only agents for the 
Crown for the collection of the tax. 

Most of the tax claims payable in bankruptcy are under 
Schedule A, for the very good reason that a debtor 
has generally had no income or profit to tax under other 
schedules. 
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But where income tax is outstanding under 
Schedules B, D or E, and the trustee is satisfied the 
debtor had made no income or profit taxable under these 
schedules, the Crown will forego all claims to the tax, 
whether it is payable in full or otherwise. To get the 
benefit of this remission the debtor must swear an 
affidavit on a prescribed form, and the facts set out therein 
must be certified by the trustee. 


The waiver of this claim under this regulation does not, 
however, embrace rents, royalties, interest or annuities 
paid by the debtor from which deductions have been 
made on account of income tax. 


Where the trustee disposes of a business as a going 
concern, he will allow to the purchaser the proportion 
of the Schedule A tax for the current year to the date 
of the completion of the purchase, and the purchaser will 
in due course become liable to the Crown for the whole 


year’s tax. 
WAGES AND SALARIES. 


The effect of the two sub-sections dealing with the 
preferential rights attaching to wages and salaries is to 
divide them between 


(a) Those earned by non-manual, and 
(b) Those earned by manual workers. 


The former, or non-manual earnings, apply to the 
wages or salary of any clerk or servant in respect of 
services rendered to the bankrupt during four months 
before the date of the receiving order, not exceeding £50. 


The latter, or manual earnings, apply to the wages of 
any labourer or workman in respect of services rendered 
to the bankrupt during the two months before the date of 
the receiving order, not exceeding £25. 


Where an agricultural labourer has contracted for a 
portion of his wages in a lump sum at the end of the year 
of hiring, he has priority for the whole or part of such 
sum, as the Court may decide to be due under the contract, 
proportionate to the time of service up to the date of the 
receiving order. Such claims can usually, however, 
be dealt with by agreement without going to the Court. 
A labourer has no priority in respect of board. 


It can be noted that where an interim receiving order 
has been made, followed by a receiving order, the calcula- 
tion of the two or four months period will be to the date 
of the interim order. 

Little difficulty is usually experienced in deciding 
whether the services of the particular claimant are subject 
or not to preferential treatment, or, if so, in deciding 
which of the two sub-sections is applicable. But if there 
is a doubt, and the case has not been decided by the 
Courts, it will have to be dealt with according to the 
particular facts, remembering that there must be some 
permanency in the employment of a clerk or servant who 
claims the better preference provision. The test is 
whether the individual is exercising the work of his hands 
or some other power or quality. 


It is of interest to note that some of the decided cases 
show that a managing director is not a clerk or servant 
within the meaning of the section, but the following 
may be a clerk or servant: a secretary of a company, 
a traveller engaged at an annual salary, a city editor 
of a newspaper, the mate of a vessel. 


I am afraid some of the decided cases, which relate 
to special circumstances, are not always very helpful 
for future guidance, such as the decisions that the guard 
of a stage coach is not a clerk or servant; or, as was 
decided on January 11th, 1933, in a National Health 


Insurance case, that an acrobat and a clown, whose 
performance involved not only physical exertion but 
dexterity, were not engaged in manual labour. 


Where a person is engaged on an annual salary and a 
commission on orders obtained, or is paid by commission 
only, such earnings are preferential provided the person 
is solely in the employment of the bankrupt. 


Where there are numerous claims by workmen, the Act 
allows the debtor or the foreman to make one claim, 
exempt from stamp duty, on behalf of all of them. 


Claims for salary or wages in lieu of notice can only be 
admitted for dividend, and then only if the claimant was 
unemployed during the period claimed. 


It sometimes happens that for some period prior to 
the making of the receiving order an employee has been 
paid sums on account of his full salary or wages. In 
such cases the employee is entitled to set off any moneys 
received during the preferential period against what was 
due to him for the non-preferential period. 


Where sequestration has been issued of the profits of a 
benefice, the sequestrator is required to pay out of such 
profits the salary payable to any duly licensed curate for 
services rendered during four months before the receiving 
order and not exceeding £50. Such salary is payable 
out of the profits of the benefice before the balance is 
paid over to the bankruptcy trustee. It is not, however, 
payable as a preferential claim out of the general assets 
of the estate. 


WoRrRKMEN’S COMPENSATION. 


The sub-section of sect. 33 of the Bankruptcy Act, 
1914, dealing with workmen’s compensation claims has 
been impliedly, though not expressly, repealed by the 
Workmen’s Compensation Act, 1925. 


The present “ preferential” position as to such claims 
depends upon whether the bankrupt employer is insured 
or not. 


Where employer is insured.—Where the bankrupt 
employer is insured, his rights against the insurers are, 
on bankruptcy, transferred to the workman; but the 
insurers will not be under any greater liability to the 
workman than they would be to the employer. If the 
liability of the insurers to the employer is less than the 
employer's liability to the workman, the workman may 
prove for the balance, but for dividend only. 


It is of interest to note that this transfer to the workman 
of the bankrupt employer's rights against the insurance 
company has been embodied as a general principle in the 
Third Party (Rights Against Insurers) Act, 1930. The 
effect of this Act, so far as we are concerned, is that on 
an employer’s bankruptcy a workman entitled to com- 
pensation may get it direct from the insurer so that an 
injured man is not prejudiced by an employer’s bank- 
ruptcy, and the creditors do not get a windfall at the 
expense of the workman. 


Where employer is not insured.—Where the employer is 
not insured, the whole of the claim is preferential. The 
limitation of £100 imposed by the Bankruptcy Act, 1914, 
was removed by sect. 19 of Workmen’s Compensation 
Act, 1923. 


Where the compensation is a weekly payment, the 
amount due will be the lump sum for which the bankrupt 
employer could have redeemed such a payment. 

The curious position might arise that a workman 
might benefit if his bankrupt employer were not insured. 
For, where a bankrupt employer is insured, however little 
may be due from the insurers, the workman's right in the 
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bankruptcy is limited to one of proof only, whereas, if 
his bankrupt employer were not insured, his whole claim 
would be preferential. 


Moreover, the right of a workman against the insurer 
releases the insurer from liability to the bankrupt em- 
ployer. A case such as this occurred where, after the 
bankruptcy, the trustee paid the workman a lump sum 
which had been fixed by arbitration after the bankruptcy 
without the concurrence of the insurer. The result was 
that the trustee could not recover the lump sum from 
the insurer. 


CONTRIBUTIONS UNDER NATIONAL INSURANCE ACTS. 


(B.A., 1914, sect. 33 (1) (e); Widows’, Orphans’ and 
Old Age Contributory Pensions Acts, 1925-1929 ; 
Unemployment Insurance Acts, 1920-1930; and 
National Health Insurance Acts, 1924-1928.) 


These contributions are preferential for a period up to 
twelve months before the date of the receiving order, and 
are usually paid direct to the Health Insurance Controller 
in London, a printed form of claim in lieu of a formal 
proof being used for the purpose. 


Where there are preferential wages to pay to the worker, 
the contributions paid to the Controller will, of course, 
be deducted therefrom with the exception that any 
preferential contributions exceeding the period of the 
preferential wages must, to the extent of the excess, be 
wholly borne by the estate and cannot be deducted from 
the wages. 


Unpaid contributions for a non-preferential period will 
be claimed on a proof of debt and rank for dividend only. 


In passing, it may be mentioned that these Insurance 
Acts have served a useful purpose in acting as a check, to a 
certain extent, against fraudulent or bogus claims for 
wages being made. 


1 
WHEN LANDLORD’s DistREss SUBJECT TO PREFERENTIAL 
CLAIMS. 


(B.A., 1914, sect. 33 (4).) 


A point for trustees to remember is, that where the 
landlord distrains on the debtor’s goods within a period 
of three months of the receiving order, and there are no 
other assets of the estate available, the landlord is liable 
to the extent he has been able to recover from his distress 
for payment of the preferential claims, 7.e., rates, taxes, 
wages, &c. Upon payment of them, however, he can 
then take the place of those creditors as a claim 
against any other assets realised, such as book debts, 
policies, interests under wills, &c. The debtor’s goods in 
this connection do not include those on hire purchase or 
those covered by a bill of sale. 


While on the subject of the landlord, I wish to draw 
your attention to the fact that rent is not preferential, 
as is generally supposed. This impression has probably 
arisen from the way it appears on the statutory summary 
of a debtor’s statement of affairs. A landlord’s rights are 
limited to the distrainable goods upon the particular 
premises on which rent is due and owing. If there are 
no goods he can distrain upon, then his only remedy is to 
prove for his claim against the estate for dividend. 


PREFERENTIAL CLAIMS IN BANKRUPT PARTNERSHIP. 


In the case of a bankrupt partnership, it might be 
mentioned that the preferential claims payable by a 
separate estate are payable only out of separate assets, 
and preferential claims against the partnership are only 
payable out of partnership assets and any surplus from 
the separate estate. 


TITHES. 


As the question of tithes is causing a certain amount of 
interest at present, I might mention that arrears of tithes 
are not a preferential claim and, indeed, are not provable 
against the estate at all. The explanation is that, in 
effect, they form a prior charge on the land to which they 
relate and no restriction is placed by any section of the 
Bankruptcy Act upon the right to distrain for tithes. 

I hope I have now covered most of the points that a 
trustee may have to consider when dealing with pre- 
ferential claims. I have endeavoured as far as possible 
to keep only to the broad principles governing each 
particular section and to show how they are applied in 
actual practice. I have avoided, too, any reference to 
eases with unusual facts or circumstances which might 
tend, particularly in the case of a student, to fog the 
main issue. 


HEADMASTERS’ EMPLOYMENT 
COMMITTEE. 


Under the chairmanship of Mr. E. Cassleton Elliott, 
the President of the Society of Incorporated Accountants 
and Auditors, a reunion of boys placed in appointments 
by the Headmasters’ Employment Committee was held 
at Incorporated Accountants’ Hall on March 6th. There 
was a large attendance of young men, and, in addition, 
many prominent Headmasters and representatives of the 
Ministry of Labour were present. 


Mr. Cassleton Elliott, in calling upon Mr. R. H. Cross, 
M.P., to address the boys, said that the Minister of 
Labour, Sir Henry Betterton, had promised to come and 
speak at the meeting, but unfortunately had been taken 
ill. The Parliamentary Secretary to the Ministry had 
undertaken to take his place, but he in turn had that 
morning fallen ill, and Mr. Cross had kindly consented 
to step into the vacancy at the very last moment. 


Mr. R. H. Cross, M.P., thanked the Society for the 
entertainment provided, and said that there already existed 
a link between the two bodies in the person of Mr. Garrett, 
who was a member of the Employment Committee. He 
had no doubt that the young men present were embarking 
upon their careers full of hope and enthusiasm, and 
perhaps with some impatience to get on. If he might 
offer them one word of advice it would be this : not to be 
in too much of a hurry, which too often brought dis- 
appointment and, in its train, a state of being resigned 
to one’s actual circumstances. It was the plodder, the 
man who bided his time until opportunities offered 
themselves, who really got on. In this generation there 
were something like five times the number of secondary 
schoolboys passing into employment, or wishful to pass 
into employment, than a generation ago, but the number 
of vacancies had not increased in anything like the same 
proportion. This meant that to-day they had to meet 
far keener competition than in years gone by. Mr. Cross 
then dealt with world trade, which he said had shrunk 
to something like one-third, in terms of money, of what 
it was only a few years ago. He thought the causes of 


this state of affairs were far better understood in this - 


country than in any other country in the world, and, 
furthermore, the present Government were vigorously 
pursuing a policy to remove those causes. He expressed 
his firm conviction that better times would come, and 
when they did would mean an enormous increase in the 
production and, as a corollary, the consumption of goods. 
Then would come the opportunities to which young men 
should look forward and for which they should fit 


a, ae o-oo all’ male «! 


-_>_oso «- 


t 
f 
. 
a 


ee Pe 
th 
TI 
bo 
int 
ch 
wi 
an 
mi 
ex 
Ri 
: wl 
ee “ 
co 
dc 
hs 
re 
he 
_—_—— of 
de 
bs 
el 
Ci 
m 
ac 
m 
de 
it 
he 
bi 
m 
ee 
w 
in 
al 
S} 
d 
hh 
ee . 
tl 
Pe “ 
h 
Cc 
g 
ee 7 
ee a 
ee 


April, 1983] 


THE INCORPORATED ACCOUNTANTS’ JOURNAL. 245 


themselves if they were to secure reasonable advancement. 
The chief essential for success in life was, in his opinion, 
bodily health ; then came—not, as some people imagined, 
intelligence or brains, but a greater essential—force of 
character. In the background was needed something 
which all those present had got—a good sound education— 
and the final requisite was persistent effort at self-improve- 
ment, and he would urge upon them the value of the 
excellent continuation classes which were open to them. 
Referring to the necessity for good citizenship in the days 
which were ahead, Mr. Cross remarked that, with the 
exception of France and a few small countries, and, of 
course, Great Britain, parliamentary democracy had broken 
down throughout Europe. Moreover, Mr. Roosevelt 
had just said that if he could not get the powers he 
required from Congress to deal with the present crisis 
he would arrogate to himself powers tantamount to those 
of a dictator. We in this country still had our free 
democracy, which was based on the integrity of the secret 
ballot, and we depended upon the Government, when 
elected, to work within the wide and elastic British 
Constitution in a responsible manner, and then the 
minority would accept the rule of the majority. It was an 
act of good citizenship, said Mr. Cross, to see that we 
maintained our free institutions in this way. British 
democracy was traditional : it went far back into history, 
it was part of our freedom and was deep rooted in the 
hearts of the people of this country. No life was a 
balanced life which was devoted purely to self-advance- 
ment, and his hearers would find public work an invaluable 
thing to undertake. There were a thousand ways in 
which they could seek to do some public work—in politics, 
in aiding the churches and the hospitals, or in other ways— 
and even if they met with disappointment in the particular 
sphere of public work they undertook they would have 
done themselves some good which they would never lose. 
In conclusion, he urged all the young men present to 
keep in touch with their Employment Committee, and, 
through that, with the particular branch of the Ministry of 
Labour which was interested in their welfare and had 
helped in placing them in work, as the information the 
Committee would thereby gain would be an invaluable 
guide in helping those who would come after. (Applause.) 


Mr. W. P. Fuller, M.A. (Chairman of the Headmasters’ 
Employment Committee), in proposing a vote of thanks 
to Mr. Cross, remarked that, speaking particularly for 
secondary schools, the Headmasters were quite satisfied 
that the Ministry of Labour was in direct charge of the 
County of London in regard to the employment of boys 
from those schools. He felt that the present method 
of personal communication between schools and employers, 
particularly through the co-operation of the professional 
and commercial associations of employers and with the 
help of the Ministry of Labour, was a very good method. 
He thought he could speak for Headmasters when he said 
they were very grateful to the Ministry for the help it 
gave and also for the free hand it left them in matters 
that seemed to concern themselves. 


Mr. W. R. Booth, M.A. (Master of Dulwich College), 
seconded the vote of thanks, which was unanimously 
accorded, and Mr. Cross briefly responded. 


Mr. R. B. Dunwoody, C.B.E., said he rose to express 
the thanks of the meeting to Mr. E. Cassleton Elliott 
and the Society of Incorporated Accountants and Auditors 
for the generous hospitality which had been shown 
them. He thought every Society envied Incorporated 
Accountants the possession of such a Hall as the one in 
which they were gathered, and it would probably induce 
a number of the young men present to enter the profession 


of accountancy. There would always have to be account- 
ants now—that was certain. There would be profits and! 
losses, and certainly taxes, requiring to be dealt with, 
and he therefore thought accountancy was one of the 
safest professions that could be taken up. Commenting 
on the words of Mr. Cross with regard to public work, 
Mr. Dunwoody urged the young men present to stick to 
their own job first of all, and then, when they had mastered 
it and had made their position secure, to take up some 
form of public work. There was a great difficulty now- 
adays in finding clerical employment, and he, personally, 
could not commend such employment. He thought it 
was far better to take up a trade—far better to be a 
carpenter than a clerk. A man who could make something 
could go to any part of the world and make those goods. 
Moreover, said Mr. Dunwoody, there were far more things 
that could profitably be made in this country to-day than 
there were eighteen months ago, and some of the most 
prosperous trades were the small home trades, making for 
the home markets goods which we used to import. He 
firmly believed that at Ottawa was laid the foundation of 
a new policy which in time would bring great benefits to 
this country. He did not despair at all of Great Britain or 
her Empire. He felt sure that as years went on she would 
prosper more and more and there would be better oppor- 
tunities for them in the future, though things might look 
dark at the present time. 


Mr. F. R. Dale (Headmaster, City of London School) 
seconded the vote of thanks, which was carried 
unanimously. 


Mr. Cassleton Elliott, in acknowledging the vote, 
said he had not the slightest doubt, judging by the ap- 
plause, that the young men present had enjoyed the very 
inspiring address which Mr. Cross had delivered. He 
felt certain they would all remember the points Mr. Cross: 
had brought out so clearly and definitely. Mr. Dun- 
woody had referred to the historic hall in which they 
were meeting. It was not a very old hall, but Mr. Dun- 
woody had done his best to make it a little bit older tham 
it really was, because he had given to the Society to hang 
in the Library a picture of the first British accountant. 
Commenting on Mr. Dunwoody’s remarks upon the 
prosperity of the accountancy profession, Mr. Elliott said, 
amid laughter, that Mr. Dunwoody was not an accountant, 
so he did not know. They must not judge the prosperity 
of the profession necessarily from that hall, because the 
Society had been able to purchase it at a very much 
cheaper price than it had cost the American who built it. 
They would, however, be very glad to welcome into the 
profession young men such as those present, and he felt 
certain that if they entered it with a desire to learn, they 
would succeed, though they would have a very long road 
and a very hard path to tread. There was one point he 
wished to insist upon : that it was absolutely necessary for 
everybody, whether he was in a profession, a trade, or 
a clerical occupation, to have a knowledge of figures in 
these days. They found that a large number of account- 
ants to-day were entering commerce, after accountancy 
training, with good results to themselves and to the 
businesses with which they were associated. 


Professional Appointment. 


Mr. George W. Tongue, Incorporated Accountant. 
has been appointed to succeed Mr. T. T. Taylor as Boroug!: 
Treasurer of Leyton on retirement of the latter at the erd 
of September next. 


” Ps ee 
it of 

thes 

able 

» in 

they 

the - 

at a 

pre- 

‘ible 

ach 

1 in 

> to 

ight 

the 

ott, 

nts 

nts 

eld 

ere 

on, 

the 

SS, 

of 

nd 

en 

ad 

iat 

ed 

he 

ed 

m 

Te 

ag 

id 

ht 

be 

S- 

d 

1e 

d > 

re 

y 

‘Ss 

r 

e 

t 

S | 
k 

t 

f 

i er____—"_ 
a 

ee 
i 

t cuiishiiaia 
: ee 
; 


246 


THE INCORPORATED ACCOUNTANTS’ JOURNAL. 


[Apriz, 1983 


Incorporated Accountants’ District 
Society of Cumberland and 
Westmorland. 


ANNUAL DINNER. 
The annual dinner of the Incorporated Accountants’ 
District Society of Cumberland and Westmorland was 
held at Carlisle on March 20th. 


Mr. EpmunpD Lunp (President of the District Society) 
occupied the chair, and amongst those present were the 
Mayor of Carlisle (Councillor Herbert Atkinson, J.P.) and 
Mrs. Atkinson, Mr. E. E. Edwards, B.A. (Parliamentary 
Secretary, Society of Incorporated Accountants and 
Auditors) and Mrs. Edwards, Mrs. Lund, Mr. and Mrs. W. 
Fisher, Mr. Frederick G. Webster (Town Clerk of 
Carlisle) and Mrs. Webster, Mr. W. H. Stalker (President, 
Incorporated Accountants’ Newcastle-upon-Tyne and 
District Society), and Mrs. Stalker, Mr. Joseph Turner 
(President, Manchester and District Society), Colonel 
F. W. Halton (President, Carlisle Branch of the Law 
Society), Alderman Matthew Thompson, J.P. (Deputy 
Mayor of Carlisle) and Miss Thompson, Mr. H. K. 
Campbell, J.P., Mr. J. Stewart Seggie (President of 
the Scottish Branch), Mr. E. J. Williams, F.S.A.A., 
and Mrs. Williams, Mr. T. B. Harston, LL.B. (Official 
Receiver), Alderman T. G. Charlton and Mrs. Charlton, 
Col. Donald, Alderman G. E. Edmondson and Mrs. 
Edmondson, Dr. Semple (Medical Officer of Health, 
Carlisle), Mr. Percy Dalton (City Engineer, Carlisle), 
Councillor Studholme and Mrs. Studholme, Mr. A. H. 
Johnston, Col. Soulsby and Mrs. Soulsby, Mr. R. S. Duthie 
(Hon. Secretary, Cumberland and Westmorland District 
Society) and Mrs. Duthie. 

The CHAIRMAN, proposing ‘“‘ Commerce and Finance,” 
referred to the political and commercial unrest through 
which we were passing. Events in America, the land 
of sterile gold, had already taught us that the mere 
possession of that metal was no criterion of a nation’s 
prosperity, but might be a menace to it; and, further, 
that the insistence of a country on the observance of 
international debt payments, irrespective of world con- 
ditions, might have the effect of increasing its own internal 
problems rather than relieving them. In this country 
we were not troubled with the banking problem as it 
existed in the United States of America. Our banks were 
comparatively few in number, they were recognised as 
national organisations, and the chief criticism levelled 
against them was that they were too discriminating—too 
inclined to demand the fullest security when popular 
opinion wished them to grant additional credits and run 
risks. In that respect we might, to our advantage, draw a 
comparison with America, with her 20,000 banks, her 
conflicting state laws, and the more speculative business 
that American banks engaged in. The over-production 
of commodities due to restricted world demand; the 
influence of War Debt payment in gold and its subsequent 
sterility; the enormous speculation in commercial 
securities, the disorganised and speculative nature of 
banking business and the collapse of wholesale prices 
were all factors in the present American situation. It 
often happened that in times of a country’s emergency 
the situation brought all the will to find and apply a 
remedy, and, in the present case, America seemed fortunate 
in its new President and also in the will of the people 
to rebuild their banking system on a surer foundation. 
Our own country possessed facilities for trade recovery 
to an extent not generally appreciated. It arose from 


the character of the people and our national resources. 
There were unquestionably signs that there was a renewal 
of life in some of our basic industries, and, notwithstanding 
the moribund state of trade and commerce, the patient 
was breathing with evidence of renewed vigour. One of 
the brightest aspects of the position arose from the 
continued saving of the people, and by that he meant 
wise saving. He was a member of the National Savings 
Committee, and it was interesting to know that at the 
end of January last there was standing to the credit of 
the small investor in this country over £381,000,000 ; 
and, in addition, on the same date there was standing to 
his credit £161,000,000 in Trustee Savings Banks and 
£511,000,000 in the Post Office Savings Bank, or a total 
of £1,053,000,000, which the small investor had set aside 
for future wise spending. This was apart from invest- 
ments in building societies, the ordinary joint stock banks 
and insurance and friendly societies. It might be that 
some would say it was not good policy to save at the 
present time, but that we should spend. He would 
reply that savings such as he had referred to were really a 
provision for future wise spending. The suggestion for 
greater spending at the present moment required careful 
thought ; already the charlatan was advocating it in 
connection with business concerns which could not 
possibly do anything to assist British industry. (Applause.) 

The Mayor oF CaRLIsLe (Mr. H. Atkinson, J.P.) and 
Mr. W. FisHer, J.P. (manager of the Midland Bank, 
Carlisle), responded. The Mayor wondered if the people 
of this country realised how near they had been during 
the past twelve months to the almost total eclipse of the 
national and international financial systems. We in this 
country needed to be shaken up and brought to realise 
the serious state of affairs we were in. Personally he 
would deplore any fantastic solution of the problems. 
It was only now that we were realising the full consequence 
of the war. He thought the solution would have to be 
left to unbiased specialists. 

Mr. FisHER expressed the hope that the World Economic 
Conference, which was promised for some time this 
summer, would, if it could not find a real remedy, prescribe 
some nourishment to put the twins of Commerce and 
Finance in a healthier state. If finance had been at 
fault in the present crisis, it certainly was not British 
finance, as it was the envy of every nation. London, as 
the money market of the world, was glutted with money 
which could not be employed in commerce and other 
undertakings as it should be; consequently as money 
was a commodity its price was governed by the same 
rule as governed other commodities—supply and demand. 
As the supply greatly exceeded the demand, the price 
was low. Surplus commodities (money was one) were 
not in a general way good for trade, and unless they 
could be used up they lay as sa much waste. One good 
thing had come from the abundant supply of cheap 
money. It had enabled the Government to convert its 
high-yielding securities into lower interest rates. We 
were in a much better economic position, however, than 
most countries. We were shaping well to balance our 
Budget, whereas America was faced with a probable 
large deficit. With sound Government and greater 
freedom for our export industries the pound might 
justifiably rise, but those conditions did not exist to-day 
and care must be taken to see that the pound did not 
rise fictitiously. Our Government, via the Bank of 
England, continued to buy gold with paper bonds, and 
if it continued to do this the Bank’s holding might amount 
to a sufficient sum to enable our gradual return to the 
gold standard. All things considered, it seemed that 
the stimulus to exports conferred by the suspension of the 
gold standard was now beginning to be felt, and we should 
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not be in too great a hurry to revert to gold—at any rate 
not until our economic position was on a sound basis, 
and there were signs of willingness of other nations to 
follow us. 

Col. F. W. Hatton (President of the Carlisle Branch of 
the Law Society) proposed ‘** The Society of Incorporated 
Accountants and Auditors.” He said it was rather 
ironical that he should be asked to propose the toast, 
because he hated accounts. Whenever he got an account 
or anything connected with income tax he always handed 
it over to someone else who could do it very much better 
than himself. 

Mr. E. E. Epwarps, LL.B. (Parliamentary Secretary 
of the Society), in responding to the toast, conveyed to 
the assembly the warmest greetings of Mr. E. Cassleton 
Elliott, the President of the Parent Society, particularly 
to the students who were about to sit for the Society’s 
examinations, and wished them success. It was indeed 
a pleasure to be the guest of the Cumberland and West- 
morland Society, and he had very happy recollections 
of a previous gathering at which he was present. Perhaps 
he would be pardoned if he made reference to remarks he 
had made on that occasion. Those remarks would be 
less open to difference of opinion and less controversial 
to-day than they were then. He referred to the danger 
of indiscriminate economy, the cutting down of public 
works schemes, and the discouragement of civic enterprise. 
He thought that in fifteen or eighteen months that had 
elapsed the worship of cutting down had turned out to be 
not an unmixed blessing. It had resulted in an increase 
of unemployment and also in a decrease in the national 
income. Last year there were many revolutions in thought, 
and he could think of none that had been more striking or 
universal than the change in opinion as to the relative 
merits of saving and spending. The case for national 
action had been cogently put within the last week by 
Mr. J. M. Keynes, whose opinions on public policy and 
finance could not be disregarded. Mr. Keynes had shown 
that over half the cost of loan expenditure on suitable 
works schemes would accrue automatically from two 
causes. First, there would be a large saving to the 
Budget through the reduction in the numbers of un- 
employed, and so in the cost of unemployment insurance. 
Then they must add increased national income caused 
by the increased spending power, and this would add to 
the national revenue. The work of the Society of Incor- 
porated Accountants and Auditors did not diminish either 
in amount or in importance. Not only was there a steady 
increase in membership, but the accountancy profession 
was indirectly affected by much recent legislation. In this 
respect Mr. Edwards paid a tribute to Mr. Lund, whose 
experience in municipal finance and affairs was extremely 
valuable to members of the council, particularly in regard 
to Parliamentary Bills. He thanked Colonel Halton for 
the manner in which he had proposed the toast of the 
Society and the company present for the cordial way 
in which they had received it. 


The toast of ‘‘ Our Guests ’’ was honoured on the call 
of Mr. E. J. WiiuraMs, F.S.A.A., and responded to by 
Mr. J. STEWART SEGGIE (President of the Scottish Branch 
of the Society of Incorporated Accountants and Auditors), 
and Mr. Freperick G. WEBSTER (Town Clerk of Carlisle). 
Mr. SeGcGrie said both Englishmen and Scotsmen were 
losing their individuality and personality by following the 
crowd. It was up to them to retain their individuality and 
outstanding characteristics. If we carried our individuality 
into life and refused to follow the crowd the world would 
be a much better place. 


The gathering concluded with the singing of “ Auld 
Lang Syne” and the National Anthem. 


Accountancy: The Etiquette of the 
Profession. 


A Lecture delivered before the Incorporated Accountants’ 
District Society of Liverpool by 
Mr. THOMAS KEENS 
(Past President of the Society of Incorporated Accountants 
and Auditors). 


Mr. KEENs said : I am delighted to accept the invitation 
to address the Liverpool District Society. When your 
zealous Secretary mentioned to me that the question of 
the Etiquette of the Profession had not been dealt with 
previously in Liverpool, I was intrigued by his suggestion 
that I should address you on the subject, and upon 
reflection decided to make the attempt. Any hesitation 
I might have had arose from the inherent difficulties of 
the subject, and from the fact that I am a member of the 
Disciplinary’ Committee of the Council. It will be 
understood that I am speaking in a purely personal 
capacity and that my address has no official significance 
whatever. Any view expressed in my paper or in the 
reply to the discussion must not therefore be quoted or 
used as evidence against me. 


DEFINITION OF ETIQUETTE. 

In the Oxford Dictionary, Etiquette is defined as * an 
unwritten code restricting professional men in what 
concerns the interests of their brethren or the dignity of 
their profession.” The word has its origin in the French 
*‘ etiquette,’ meaning a ticket or label (its older origin 
is Teutonic). ‘* By their fruits ye shall know them”? is 
ordained by Scripture as the ethical test of daily life, so 
** by their conduct ye shall know them ”’ has been adopted 
as the etiquette or label of professional men. Perhaps I 
may expand the definition and say that “ Etiquette is 
the unwritten code observed by professional men in their 
mutual relations to the advancement of the dignity of 
their profession and of their service to the public.” 


PROFESSIONAL RESPONSIBILITY. 


Etiquette is concerned with the relations between 
members of the same profession : in its origin it is extra- 
legal, but in some respects has received judicial sanction. 
The relations between a professional man and his client 
are on a somewhat different footing : a legal responsibility 
is established. The professional man is an_ expert. 
Therefore he must use diligence, care and skill. If 
negligence is proved the client is entitled to damages. 
The fee is immaterial so far as legal responsibility goes. 
The duties entrusted to a professional man must be carried 
out with proper and reasonable care and skill or he must 
take the consequences. As a trustee the responsibilities 
are even more onerous. Failure to fulfil those responsi- 
bilities renders the trustee liable to damages, and failure’ 
to account for moneys entrusted te him may have even 
worse consequences. These legal responsibilities are 
somewhat different from the requirements enjoined by 
etiquette, but generally speaking etiquette is on a 
higher plane than conformity with the law. 


PROFESSIONAL ETuics. 

The ethics of a profession are concerned with (1) the 
relations between members of the profession inter se 
(etiquette) ; (2) duties to clients ; and (3) obligations to a 
wider public. Etiquette is therefore one branch of 
professional ethics. There are no definite border lines 
between these three categories: each conception blends 
with the others to form a comprehensive whole. It is 
the essence of a profession that its members are governed 
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in their work and professional relations by a high 
standard of ethics. 

In passing, I would say emphatically that, in regard to 
the duty of a professional man to his clients, ethical 
considerations call for a higher standard than the bare 
fulfilment of legal obligation. 

The etiquette observed by professional men among 
themselves adds dignity to their profession and commands 
the respect of clients and the public. Etiquette deter- 
mines the tone of the profession and engenders a 
developed sense of decency in all relations. This is a 
source of general public confidence in a profession, and 
it is the business of a profession in its collective capacity 
to establish the greatest measure of public confidence. 
For example, a sordid or petty difference between two or 
more professional men about a client’s affairs depreciates 
in the client’s mind the dignity of their profession, 
whereas the observance of the best standard of ethics 
eliminates that kind of thing. But sacrifice on some- 
bedy’s part would probably be involved. 

Etiquette must not be subject to the suspicion that 
it is a specious and mysterious code, dressed up with 
dignity, to serve selfish professional ends. Nor indeed 
does it stop at creating agreeable relations between 
members of the same profession. Etiquette must set up 
a standard vital to the profession, without which it would 
perish. Thus the insistence upon professional etiquette 
has a public as well as a professional significance. 


CopeEs OF PROFESSIONAL ETIQUETTE ARE MOosTLy 
UNWRITTEN. 

All established professions have codes of etiquette to 
which its members must conform. It is natural that 
they should do so, but serious breaches involve difficulty 
and severe penalties at the hands of their disciplinary 
authorities. Few of these codes are enshrined in words. 
No written set of rules is handed to the neophyte. 
Etiquette relates to moral qualities which are felt and 
understood, and its practical application is acquired in 
the course of professional training. Any written code 
of etiquette, however well drawn, must fall short of its 
ultimate implications. The observance of etiquette 
should become a professional instinct. At the same time 
I would acknowledge the labours of those bodies of 
accountants overseas who have prepared a code for the 
advice of their members. They recognise that the code 
is an outline and does not dispense with regard for the 
more impalpable standards I have endeavoured to set 
forth. 

The following are two clauses taken from the Rules of 
Professional Conduct, adopted by the American Institute 
of Accountants :-— 

** No member or associate shall certify to any accounts, 
exhibits, statements, schedules or other forms of account- 
ancy work which have not been verified entirely under 
the supervision of himself, a member of his firm, one of 
his staff, a member or an associate of this Institute or a 
member of a similar association of good standing in a 
foreign country which has been approved by the council.” 

**No member or associate shall directly or indirectly 
solicit the clients or encroach upon the business of another 
member or associate, but it is the right of any member or 
associate to give proper service and advice to those 
asking such service or advice.” 


PROFESSIONAL DISCIPLINE. 

In the case of the older professions, the codes of etiquette 
are strict. The term “infamous conduct” as used in 
the medical profession corresponds to “ discreditable 
conduct ” or ‘ conduct derogatory to the Society,” for 
which provision is necessarily made in the Society’s 


Articles. In the older professions the practice has grown 
up over the centuries, adding precedent to precedent, 
and these have become strongly entrenched. The Bar, 
as is well known, exercises great authority in regard to 
discipline and etiquette, and has power to dis-bar a mem- 
ber, thus depriving him of the privilege of an advocate 
before H.M. Judges. It is interesting to note that from 
time to time statements are made by the General Council 
of the Bar for the guidance of practising barristers, though 
I understand the code of etiquette is substantially un- 
written. We occasionally read of medical practitioners 
called before the General Medical Council to answer 
charges of infamous conduct. Experience has shown the 
necessity for strict discipline to ensure that the public 
shall have the utmdst confidence in the medical profession, 
not only in its methods of treatment, but also in the strict 
secrecy to be observed in regard to information necessarily 
entrusted to a doctor by his patients. 


TRADE AND COMMERCE. 

If I may turn to trade and commerce for a moment, 
we find that here too accepted codes of business practice 
and mutual respect are observed. Some time ago in 
America trade and commerce were conducted with a 
laxity of principle largely absent from this country. 
The manufacturers and merchants themselves have 
endeavoured to raise the standard of business conduct. 
They have succeeded in establishing various business 
codes, corresponding in their own sphere with our 
conception of etiquette, although those codes necessarily 
cover a wider field. I am indebted to the “‘ Encyclopedia 
Britannica” for particulars of several of these codes, of 
which I would mention two :— 

** Retailers (Code, sect. 10): ‘ We pledge ourselves to 
the use of “‘ special reductions,” ‘‘ specially priced ” and 
similar terms, only when merchandise is being offered at a 
price less than the regular or prevailing price in our 
store.’ ”’ 

** Restaurants (Code, sect. 11, item 11): ‘It is 
thoroughly ethical to decline to accept goods delayed in 
delivery beyond the time specified, provided that accept- 
ance would cause loss to the purchaser. It is unethical 
to decline goods on delayed delivery if no loss has resulted 
from such delay.’ ” 

It is interesting to see, therefore, that the principles of 
etiquette as observed in the professions have extended to 
trade and commerce. 


THe PracticaL SIDE OF ETIQUETTE. 

You will appreciate the difficulty of applying accepted 
general principles to specific instances, but I will en- 
deavour to do so in the light of my own experience and 
the recognised practice of the profession as I understand it. 
Some matters must be considered from the point of view ~ 
of good taste and gentlemanly feeling towards other 
members of the profession. Frequently such matters are 
questions of degree. Others, more serious, must be 
judged from the definition in the Society’s Articles in 
regard to the disciplinary powers of the Council. The 
Articles refer to :-— 

1. Any act or conduct discreditable to a member. 


2. Dishonourable conduct. 


3. Conduct which in the absence of satisfactory 


explanation is derogatory to the Society. 

The principle is that each member is personally respon- 
sible for his own professional conduct. The difficulty 
about a detailed code is its interpretation in relation to 
specific circumstances. The Council stand by their 
determination to rely on an unwritten code. Nevertheless 
for good reason they have made one or two published 


1! 


Z2are 


ee P 
Pp" 
pe 
m 
m 
bi 
pe 
th 
al 
m 
m 
sh 
ac 
co 
th 
th 
by 
ar 
dt 
of 
su 
th 
ch 
Wi 
pc 
of 
bu 
ar 
Tl 
fo 
ev 
pr 
gr 
ex 
Ov 
th 
th 
be 
lo 
m 

. hi 
pe 
di: 
to 
on 

is 
th 
M 
me 
an 

ee 

. of 
ee tr: 
fel 
an 
no 
pr 
by 


+ 


ew 8 OO Se he 


SS a ae 


APRIL, 1983} 


THE INCORPORATED ACCOUNTANTS’ JOURNAL. 249 


announcements for the guidance of members. I quote 
the following without comment, as they speak for them- 
selves :— 


Incorporated Accountants and Clients’ Moneys. 
“The following resolution was adopted and ordered to be 
published :—‘ That the Council of the Society of Incor- 
porated Accountants and Auditors recommends ll 
members to observe the current practice of keeping the 
moneys of clients in a separate banking account or 
banking accounts exclusively used for the purpose.’ ” 


Professional Conduct. 

“The attention of the Council of the Society of Incor- 
porated Accountants and Auditors has been called to 
the fact that a junior member of the Society was offered 
an appointment by a firm of income tax experts. The 
member decided upon professional grounds that it was 
not proper that, as an Incorporated Accountant, he 
should accept the appointment. The Council are in 
accord with the attitude taken by the member, and have 
considered the general question which arises. 

“The Council are of opinion it is inappropriate that 
the services of Incorporated Accountants should be at 
the disposal of unqualified persons who obtain business 
by means which are not open to members of the Society, 
and who might be unable to discharge adequately the 
duties they had undertaken to carry out without the aid 
of qualified assistants. 

“The Council desire it to be known that, in case any 
such openings should be offered to members of the Society 
they deprecate the acceptance of appointments of this 
character or the association of members of the Society 
with unqualified persons who are not subject to discipline.” 


Those, it may be argued, are not very much on the 
positive side. But the Society relies upon its whole system 
of training to sustain its code of etiquette—unwritten 
but wel! understood by the young Incorporated Account- 
ant whose professional sensitiveness has been stimulated. 
This is one of the main reasons for the stringent regulations 
for admission to the Society. The Council demands 
evidence of sound education and testimony of years of 
professional service and experience before permission is 
granted to candidates to sit for the two professional 
examinations, admittedly of increasing severity. More- 
over, it is a condition of admission to each examination 
that the candidate shall have the support of members of 
the Society, by whom his papers must be signed ; finally, 
before election as an Associate a nomination must be 
lodged with the Council, signed by three members, who 
must state that from personal knowledge they believe 
him to be professionally qualified and a fit and proper 
person to be admitted. The regulations for entry and 
disciplinary control have been framed and administered 
to give assurance to the public that the inscription 
on the Society’s coat-of-arms (Fides atque integritas) 
is faithfully respected by the members. Moreover, 
those words are founded upon the fact that 25 years ago 
Mr. Justice (now Lord) Warrington saw fit to describe 
membership of the Society as an indication of reliability 
and integrity. 

Etiquette and its practical application are the product 
of inherent personal qualities, stimulated by professional 
training in the office, and by contact with principals, with 
fellow clerks and with senior members in day-to-day work 
and at professional meetings such as this. Further, it is 
not too pontifical to refer to the influence of good example. 


SPECIFIC QUESTIONS. 
Certification of Profits —A certificate of ascertained 
profits should indicate clearly the amounts earned year 
by year, with any necessary indication as to adjustments 


made in arriving at the respective figures. The profits must 
not be stated as an average for the period of years. This 
applies to certificates whether given for a prospectus of a 
company, the sale of a private undertaking or for any 
other purpose. Thus, if ascertained facts must be set 
out without ambiguity, a fortiori, estimates of future 
profits, which can be nothing more than conjectures, 
stand totally condemned. As a profession, we are con- 
cerned with facts—not prophecies. This has long been 
the practice of the Institute and the Society, and any 
breach has been dealt with by disciplinary action. Grave 
suspicion has always attached to statements of average 
profits over a period of years without simultaneous and 
clear disclosure of the items averaged. By the Companies 
Act, 1929 (Fourth Schedule, Part II, sect. 1), a report by 
the auditors must be set out in the prospectus of a com- 
pany with respect to the profit in each of three financial 
years immediately preceding the issue. Consequently 
certificates of average profits in prospectuses, whether for 
the three immediately preceding years (prohibited by law) 
or otherwise are wholly unprofessional. There has also 
been the question of estimates made by directors and a 
certificate as to the basis of such estimates. This kind 
of certificate is against the etiquette of the professien. 


Commencing Practice——I will suppose that a young 
member not long qualified decides to embark on the 
perilous but hopeful voyage of public practice. He has 
previously been in the employment of another practitioner. 
He is known to some of the clients with whom he has 
dealt on behalf of his employer, and they like him. They 
come to know he has commenced practice, and he is 
approached by these particular clients or some of them 
and asked to undertake the work as a principal which he 
formerly carried out as a clerk to his employer. What 
should be his attitude ? First, he should be particularly 
careful immediately prior to commencing practice, with 
regard to the form and manner of any intimation given 
to the clients concerned. To create deliberately an 
atmosphere favourable to himself to the detriment of his 
then existing employer among his employer's clients is 
contrary to etiquette. He may have had a radius agree- 
ment which must be properly respected. I am aware 
that some radius agreements are of doubtful validity as 
being contracts in restraint of trade, as, for instance, 
barring the clerk from practice in a large city or an 
unduly wide area for an unreasonably long period. 
Assuming, however, that the agreement is not altogether 
unreasonable and that it was entered into voluntarily 
with full knowledge, it must be respected. Again, he 
cannot canvass anybody, and certainly not his late 
employer’s clients. Any communications on the subject 
of commencing practice must be purely personal and not 
of a circular character. Care must be taken to see that 
no such communication, however personal, comes into the 
hands of clients of other members of the profession. 


Supposing clients of his late employer approach him, 
he must handle such a request with much circumspection. 
Etiquette demands he should notify his former employer. 
He certainly must not quote a lower fee. What about 
clients of another practitioner who may ask him to do 
their work ? Obviously there is no freehold in a client’s 
work, and my personal experience is that many clients 
object to a close corporation. A client should be asked 
whether he has any reason to be dissatisfied with his 
present accountant. He may not, but he may also con- 
sider that he does not see any necessity for a life appoint- 
ment: naturally the determining factor is the choice made 
by the client, free from any improper influence. Never- 
theless the relations between a client and his accountant 
are confidential and delicate, and clients do not change 
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their accountants or solicitors as they may (though 
possibly not) change their hatters. What does etiquette 
demand in these circumstances? Courteous inquiry 
should be made from the previous accountant as to the 
circumstances involving the change. Any suggestion that 
the accountant has been asked to do anything which falls 
short of the highest standard of integrity should be care- 
fully weighed. No attempt whatever should be made to 
take over professional business which another practitioner 
has relinquished for righteousness’ sake. There is a 
difference, of course, between the strictest integrity and 
mere fussiness. A practitioner who loses work because he 
has made himself ridiculous has only himself to blame. 


I can appreciate the feelings of the younger practitioner 
when calling on his senior (assuming the absence of any 
untoward circumstances). He may fear this may result in 
his losing a client, and business is precious. Nevertheless 
it must be done. 


Change of Auditors of Companies.—The Companies Act 
provides that where it is intended to appoint another 
auditor at the annual general meeting proper notice must 
be given (a) to the retiring auditor and (b) in the notice 
convening the meeting (and in other ways specified in 
the Act). The position is one of some difficulty and 
delicacy. The old auditor may have done his duty well, 
and perhaps have found it necessary to make a stand on a 
question of vital principle. The accountant nominated 
as the proposed new auditor must be guided by the 
circumstances. He should certainly not permit his name 
to go forward if, judicially and conscientiously, the 
retiring auditor has expressed an opinion or made a 
reservation in his certificate by which his appointment 
has been prejudiced. Even in the absence of such a fact 
it is distinctly against etiquette to canvass shareholders, 
directly or indirectly. I am familiar with one such 
incident, and I am pleased to say that the two people 
nominated kept entirely free of any action which might 
be unprofessional in the least degree, and the voting was 
left entirely to the shareholders. 


The question of proxies to the directors to be used on 
any resolution is one that must have consideration in any 
amendment of the Companies Act, but the question is too 
wide to be argued here. 


Fees.—The fixing of fees is a matter for common sense 
and gentlemanly feeling. Fee-cutting, from every point 
of view, including that of the clients, is to be deprecated. 
To cut fees in competition is an unprofessional act and is 
absolutely unprofitable. Cutting a fee to secure pro- 
fessional work with an eye to an increase later on is, as 
between members of the profession, utterly discreditable. 
In conducting negotiations to fix a fee, it may be that 
there are circumstances which account for differences. 
For example, it may be more expensive for practitioners 
at a distance to carry out certain professional work, owing 
to travelling and other expenses, whereas a local firm of 
similar standing may be able to do the same work more 
economically. This, however, is a matter for friendly 
arrangement and not for cutting. In fixing a fee for work 
done, regard must naturally be paid to the time spent by 
principals and clerks. But fees fixed purely on a time 
basis are not altogether satisfactory: they are apt to 
appear somewhat heavy to the client, and this is not 
advantageous to the accountant. It is most desirable 


that our clients should be satisfied and that friction over 
fees should be avoided. Whether clients or other mem- 
bers of the profession are concerned, I advise friendly 
consultation in regard to fees, with such helpful guidance 
as ‘‘ Pixley’s Chartered and Incorporated Accountants’ 
Charges” and general experience may offer. 


In regard to invitations to submit quotations for 
professional work, I would quote the following editorial 
note taken from the Incorporated Accountants’ Journal :— 


In our advertising columns will be found an invitation 
by the Borough of to qualified accountants to send in 
tenders for the audit of the accounts of the Corporation, 
and in so doing to show the fee which will be required 
for (a) a complete audit of the Council’s accounts, except- 
ing those relative to education, housing (assisted scheme) 
and the rating authority, and (b) a partial audit of the 
accounts, and in the case of tenders for partial audit the 
extent of such audit must be shown therein. It does not 
appear to us that tenders showing the fee which will be 
required constitute a satisfactory method of obtaining the 
most efficient professional services in the interests of the 
taxpayers, as there must be a bias in favour of accepting 
the lowest tender apart from professional qualification 
and experience. We would suggest that a better plan 
would be for the town council to fix a proper fee for the 
audit and to invite applicants to send in their names for 
consideration, stating their qualifications. A committee 
could then make a selection of, say, three candidates for 
the final decision of the town council. 


Insolvency Business.—I am sorry to say that insolvency 
has been the worst field for practices which are to be 
deprecated. At the same time, I can say from wide 
experience that there are many practitioners and trade 
associations whose conduct in regard to insolvency business 
gives no cause for complaint. We must remember 
that in cases of insolvency the principal creditors are 
often firms who give substantial credit and who in the 
distant past have been badly let down. They prefer 
now to hand over their insolvency business to a trade 
association to avoid giving themselves trouble in choosing 
a liquidator or trustee. I am perfectly certain, however, 
they would often be better advised to leave an estate in 
the hands of reputable local practitioners. The pro- 
visions of the Bankruptcy Act and the Companies Act 
must be strictly complied with in these matters. In the 
matter of deeds of arrangement or composition the same 
standard must be observed. Incorporated Accountants 
must be prepared, if necessary, to make a sacrifice in 
observing the highest etiquette in a branch of professional 
work that presents unusual difficulties. 


Fees Must be for Services Rendered.—The “Encyclopedia 
Britannica” mentions, as an example of professional 
etiquette, that ** no member shall render or offer to render 
professional service the fee for which shall be contingent 
upon his findings and the results thereof.” 


The professional man is paid for his services and his 
remuneration shall not be contingent upon results. In a 
paper read some years ago a Past President referred to 
the objectionable practice of ‘‘ grogging the revenue,” 
and alluded to income tax business sought, and I regret 
to say obtained, by income tax agencies, through cir- 
cularising, and carried out on a basis of payment by results. 


DIscIPLINARY ACTION UNDER THE SOCIETY’S ARTICLES. 


I have already referred to the duties of the Disciplinary 
Committee. There are, however, two circumstances 
under which membership of the Society automatically 
ceases, without action on the part of the Disciplinary 
Committee : (a) in the event of a member being in arrear 
with his subscription ; (b) bankruptcy, composition with 
creditors or other insolvency. 

A former member who has forfeited his membership 
through bankruptcy may apply for reinstatement at a 
later date, after he has obtained his discharge and is 
entirely free of liability, but he has to make good his 
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ease before the Council, and it is entirely discretionary 
whether such reinstatement shall be granted. 


CONCLUSION. 

I have naturally been discursive, and cannot, as I 
explained earlier, be too specific. In conclusion, I would 
say there are four tests which a member can apply in any 
question of doubt :— 


1. Is the proposed incident likely to bring the slightest 
discredit to, or criticism of, the practitioner on the part 
of other members of the profession ? 


2. Is it likely to prejudice the client ? 


3. Is there a chance that it will damage the prestige of 
the Society and the dignity of the profession ? 


4. Would it be prejudicial to fellow practitioners or 
have a bad professional influence ? 


I am happy to say that the number of cases with which 
the Disciplinary Committee is called upon to deal is 
comparatively small, especially those of a_ seriously 
discreditable character. 


I would advise the younger men in the profession to 
cultivate professional friendships. Nothing is more 
helpful than to have professional friends whose advice 
one values. 


Opinions are sometimes asked of the Society in regard 
to various matters, and the best advice available is 
offered ; but professional conduct is an_ individual 
responsibility, and I consider that individual judgment, 
exercised in the light of the principles I have outlined, 
and perhaps after friendly consultation with a trusted 
member of the profession, will enable a member to 
maintain that high standard of conduct which is our 
responsibility and a source of pride to all of us. 


@bituary. 


JOHN HERBERT BAILEY. 


We regret to announce the death of Mr. J. H. Bailey, 
F.S.A.A., of the firm of J. H. Bailey & Co., 34, Coleman 
Street, London, E.C.2. Mr. Bailey became an Associate 
of the Society in 1892 and a Fellow in 1903. In 1891, 
he entered into partnership with his father, Mr. H. W. 
Bailey, F.S.A.A., and continued to practise in the City 
of London until the date of his death. He was one of 
the founders of the Incorporated Accountants’ Lodge of 
Freemasons, and was interested in other Masonic activities. 


GEORGE ANDREW MacLEOD. 

We have learned with regret that Mr. G. A. MacLeod, 
A.S.A.A., died on March 22nd at the age of 26. Mr. 
MacLeod served his articles with Mr. George A. Pearce, 
F.S.A.A., Liverpool, and became a member of the Society 
in 1927. Since that date he had been in the service of 
Messrs. J. B. Hughes & Lloyd, Liverpool. He was 
Secretary of the Wallasey Tonics, whose entertainments 
have raised large sums for charitable objects, and was 
also Chairman of the Liscard High School Old Boys’ 
Association. 


Mr. C. Garratt-Holden, M.Com., B.A., has _ been 


appointed Secretary of the Institute of Municipal 
Treasurers and Accountants. The offices of this Institute 
have now been removed to 1, Buckingham Street, 
Westminster, London, S.W.1. 


Incorporated Accountants’ District 
Society of North Htaffordshire. 


ANNUAL DINNER. 


The annual dinner of the North Staffordshire District 
Society was held at Hanley on March 24th. 


Mr. Donatp H. Bates, J.P. (President of the District 
Society), presided, and amongst those present were the 
Lord Mayor and Lady Mayoress of Stoke-on-Trent 
(Alderman and Mrs. T. Mitchell), Dr. E. Leslie Burgin 
(Parliamentary Secretary to the Board of Trade), Mr. E. 
Cassleton Elliott (President of the Society of Incorporated 
Accountants and Auditors) and Mrs, Elliott, Mr. Harold 
Hales, M.P., Lieut.-Colonel W. J. Kent (President of the 
North Staffordshire Chamber of Commerce), Mr. C. E. 
Bullock (Chairman of the British Pottery Manufacturers’ 
Federation), -Mr. S. H. Dodd (Secretary of the North 
Staffordshire Chamber of Commerce), Mr. P. M. Millward 
(Official Receiver in Bankruptcy), Mr. Thomas Keens 
(Chairman of the Incorporated Accountants’ District 
Societies’ Committee), Mr. H. P. Stanes (County Court 
Registrar), Mr. A. A. Garrett (Secretary of the Society 
of Incorporated Accountants and Auditors), Mr. James 
Paterson (Secretary of the Scottish Branch), and Mr. J. 
Paterson Brodie (Hon. Secretary of the District Society). 


Dr. E. Leste BurGIn (Parliamentary Secretary to the 
Board of Trade), submitted the toast of ** The Society 
of Incorporated Accountants and Auditors, its Branches 
and District Societies.”” He described himself as a lawyer, 
and said he felt that law and accountancy were sister 
professions. He had been invited to say something 
about the trade and industry of their great country. The 
Board of Trade, with its staff of 4,000 dealing with the 
whole of the mercantile marine, commercial relations and 
treaties, patents, trade marks, designs, companies, bank- 
ruptcies and statistics, was a very busy Department of 
State enormously called into question in the present age 
of economics. He would like to trace for them some of 
the great movements which were engaging attention. 
The real secret of what was happening was that every 
country was trying to do the same thing. Each country 
was endeavouring to provide its own fuel, to provide its 
own food, and to live, as far as it could, independently 
of the others. The result was that foreign trade became 
simply an exchange of the same articles. No wonder 
that the volume of foreign trade and shipping shrank 
when they had a world so ridiculously constituted that 
the people in every foreign town were trying, consciously, 
to produce the same manufactured articles. The secret 
of trade revival in this country was to go back to research, 
back to initiative, and back to enterprise, so as to devise 
manufactured articles which all the world wanted, but 
which few could make. This country, with the wealth 
of Empire, with the wealth of raw materials, and with the 
advantages of staple conditions at home, must use her 
initiative, thinking in that channel, in order to make what 
the world wanted, and what the rest of the world could 
not so easily produce. If Britain could succeed in that, 
Dr. Burgin added, the whole of the world markets were 
open to her as they had never been before. ‘* When trade 
is bad, put your shop in order,” was an old motto, and it 
was never more. applicable than to-day. Dealing with 
attempts to solve the problem, Dr. Burgin pointed out 
that a tariff truce in 1924 had failed, and in 1932 the 
attempt by Holland, Belgium and some of the Scandi- 
navian countries to form a low tariff union on a dis- 
criminating basis had also been unsuccessful. This 
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country had no power to join a union on the condition 
that we should discriminate against any countries that 
did not join in. The Government was engaged upon tariff 
negotiations with different countries, and endeavouring 
to obtain results that would be of mutual advantage. 
It was a matter of vital importance that we should 
increase our foreign trade, and no mean contribution 
to the unemployment problem was to keep in employment 
those who were now employed. With the Far Eastern 
nations at each other’s throats, with the great Continent 
of North America tumbling downstairs, and with a sort 
of University “ rag’ going on in Central Europe, was it 
not rather remarkable that four out of five of the insured 
workers of this country were still in employment, and that 
the social system was carrying the fifth? Dr. Burgin 
said he wished he knew the answer to the question: ** Is 
trade getting any better ?”’ There were signs of improve- 
ment. One of the issuing houses in London had said 
only the day before that there were so many companies. 
of a quarter to half a million pounds capital to be floated 
that they were engaging extra staff to deal with the 
work. That was a good sign, but how many of the banks 
in America were to reopen ? How long was Europe to be 
a cockpit ? How long was the Far East to be out of the 
market for the purchase of textiles ? Who could tell the 
answer to those things? Whilst they did not want to 
be over-cautious at a time when enterprise must take the 
initiative, they must avoid being over-adventurous with 
other people’s interests. That was sound accountancy 
doctrine. (Applause.) 


Mr. E. CassLeton Exuiott (the President of the Parent 
Society) responding, said they were greatly indebted to 
Dr. Burgin for his presence with them. He was a man of 
tremendous energy, and the Government was strengthened 
when he was appointed Parliamentary Secretary to the 
Board of Trade. The recent Conversion Scheme was the 
admiration of the world. The credit of the country 
to-day stood higher than that of any other country in 
the world, because in 1931 they had balanced their Budget. 
Dr. Burgin had said he was not sure whether trade was 
improving, and he should know more than anybody else. 
He, himself, thought trade was getting better in some 
slight degree. They, as accountants, had an opportunity 
of observing comparative results as shown by clients’ 
accounts. The Government was a partner to-day in 
every industrial enterprise of this country, in the sense 
that it took a large slice out of the profits for revenue 
purposes. It sometimes happened that it was necessary 
to vary the terms of a partnership so that it might remain 
satisfactory. He would say to the Government that a 
generous gesture in regard to Income Tax in the next 
Budget would have untold effects in re-creating confidence 
in the trade and industry of this country. At present, 
the Government was taking more than its fair share as 
a partner. Dr. Burgin had said that the country must 
find fresh markets, and that to find fresh markets they 
must venture into research. But money which had been 
put on one side for research was taxed at 5s. in the pound. 
If the Government was to share in the benefits of that 
research, it must also bear its share of the cost. Research 
could only be carried out by fresh expenditure on plant 
and machinery. If money were used for such research, 
it should be regarded as a charge against the expenses of 
the business before income tax was assessed. In regard 


to the general trade position, the difficulty they were in 
to-day was not the difficulty of Great Britain, but that 
of the world at large. This country wanted stabilisation 
of sterling, and not a return to the gold standard. The 
storm to which the ship of State had been subjected was 
abating a little, but it was no use waiting for absolute 
calm. They must, as Dr. Burgin had told them, seek to 


find a solution by research, by enterprise and in any way 
that was possible. (Cheers.) 


Mr. THomas KeEeEns, F.S.A.A., proposing the toast 
of “The City of Stoke-on-Trent and its Industries,” 
expressed his admiration for the thousands of people 
who were engaged in civic administration without any hope 
of reward. The accountancy profession also rendered a 
great service. It was a positive absurdity that the audit 
of accounts in some towns should be left to elective 
auditors, whether they were competent or not. There 
had been no end of scandals arising out of it. 


The Lorp Mayor or SroKke-On-TrRENtT (Alderman 
Mitchell), responding, paid a tribute to the services rendered 
by Mr. J. Paterson Brodie, the Honorary Secretary of the 
District Society. He had given them the benefit of many 
years’ experience of public life and a long acquaintance 
with local conditions, together with an unbounded energy 
and enthusiasm. Many municipalities in the North were 
suffering from the burden of out-relief with a consequent 
heavy increase in rates. 
Government to regard this as a matter for the National 
Exchequer and not for local ratepayers. 


Lieut.-Colonel W. J. KENT, who also responded, said that 
industrial recovery would be brought about by confidence, 
and not by any grandiose schemes. There was one 
thing essential in business to-day, and that was efficient 
organisation. The hub of that organisation was the office 
of the cost accountant. Competition was so keen-and the 
border line between profit and loss so small, that they 
realised how important their accountant really was. 


The CHAIRMAN proposed the toast of “The Guests ” 
in happy and felicitous terms, and said a business man 
could not have a better combination to look after his 
interests than the company present at the dinner, 
comprising Incorporated Accountants, the President 
and Secretary of the Chamber of Commerce and of the 
Manufacturers’ Association, a Member of Parliament, a 
representative of life assurance, the President of the local 
Bankers’ Institute, four Inspectors of Taxes, and the 
Registrar of the County Court, and if they then found 
they were unable to carry on they could file their petition 
with the Official Receiver. (Laughter.) 

Mr. H. Hares, M.P., Mr. H. P. Sranes, and Mr. 
LestigE Lewis briefly responded. 


During the evening presentations of pottery were made 
to Mrs. Elliott and Dr. Burgin as mementoes of the 
occasion. 


Articles Left in Public Service Vehicles. 


New regulations have been made by the Minister of 
Transport which come into force to-day and will take 
the place of the Public Service Vehicles (Lost Property) 
Provisional Regulations, dated May 21st, 1931. Under 
the new regulations, copies of which may be obtained 
from the Stationery Office, Kingsway, W.C., the maximum 
fee payable when property is reclaimed will be 3d. instead 
of Is. to the operator, while the scale of award to the 
conductor wil be :— 


Value of Property. Award. 
2s. or less .. as ow Nil ; 
Over 2s. and up to £24... One-twelfth of the 


value (fractions of 1d. 
to count as 1d.) 
Over £24 ae ie £2 
It has been found impracticable to make the regulations 
apply throughout the whole of Scotland, as sect. 412 of 
the Borough Police (Scotland) Act, 1892, applies to 
property found in public service vehicles. 


They were now urging the 


er: 


Ret Ee ot OO em aS mo 


a : 
ee PF 

P 

T 

tl 

tl 

H 

p! 

in 

7 

w 

re 

be 

su 

A 

el 

Vi 

m 

F. 

M 

Ww 

M 

T 

M 

Ww 

ee 

42 

Dr 

£2 

| an 
we 

me 

in 

Au 

of 

of 

ac 

ha 

: é 


APRIL, 1933 


THE INCORPORATED ACCOUNTANTS’ JOURNAL. 253 


Incorporated Accountants’ Students’ 
Society of London and Pistrict. 


ANNUAL MEETING. 
The 42nd Annual General Meeting of the Society was 
held at Incorporated Accountants’ Hall on March Ist, 
the President, Sir Stephen Killik, occupying the chair. 


The President, in moving the adoption of the Report 
and Accounts, said that the membership, after allowing 
for withdrawals, showed an increase of 160 over last 
year’s figure. The revenue surplus was less than it was 
twelve months ago, but this did not mean that they were 
less prosperous. It was the result of spending more money. 
The London students had done extremely well in the 
examinations. They would agree that that was not an 
overstatement when he told them that they had gained 
the 5th, 6th and 8th places in the Final examination held 
in May, when the third place in the Intermediate examina- 
tion also went to their credit. In November they took 
the Ist, 5th and 6th places in the Final, and the 2nd and 
4th in the Intermediate. 


He announced that the Committee had decided to award 
prizes to the students under the following conditions :— 
Ten guineas would be given to the member who attained 
the highest place in the Honours list, and five guineas to 
the member occupying the second highest place in the 
Honours list, at each Final examination. In addition, 
prizes of five guineas and three guineas would be awarded 
in the same manner for the Intermediate examination. 
This should give the students an additional incentive to 
work hard, and he had no doubt that the proposal would 
receive the approval of the members. The lectures had 
been well attended. They covered a wide range of 
subjects, and had, he knew, been greatly appreciated. 
Altogether, it had been a successful year. 

The following Officers and Committee members were 
elected :—President, Sir Stephen Killik, J.P., F.S.A.A. ; 
Vice-President, Mr. G. Roby Pridie, F.S.A.A.; Com- 
mittee, Mr. W. Strachan, F.S.A.A., Mr. S. T. Morris, 
F.S.A.A., Mr. A. A. Garrett, M.A., B.Sc., Mr. M. J. Faulks, 
M.A., F.S.A.A., Mr. H. E. Colesworthy, A.S.A.A., Mr. C. E. 
Wakeling, A.S.A.A., Mr. W. D. Menzies, F.S.A.A., 
Mr. L. H. Plumpton, and Mr. F. R. Witty ; Honorary 
Treasurer, Mr. A. R. King Farlow, F.S.A.A.; Secretary, 
Mr. James C. Fay, A.C.I.S.; Honorary Auditors, Mr. 
W. H. Payne, F.S.A.A., and Mr. W. G. Payne, F.S.A.A. 


42nd Annual Report. 
The Committee have pleasure in presenting their 
42nd annual report and accounts for the year ended 
December 31st, 1932. 


Accounts.—The accounts show a surplus for the year of 
£252 6s. 7d. The entrance fees amount to £70, and the 
annual subscriptions to £670 8s. 6d. 


Membership.—During the past year 280 new members 
were elected. At December 31st, 1932, there were 1,725 
members on the roll, consisting of 192 honorary members 
in practice, 245 honorary members not in practice, and 
1,288 ordinary members. 


REVIEW OF THE SOCIETY’s WORK FOR THE Past YEAR. 


The usual meetings were held during the Spring and 
Autumn sessions, and lectures were delivered by members 
of the accountancy and legal professions upon a variety 
of important subjects which come within the scope of the 
accountant’s duties and practice. 

The Society is greatly indebted to the gentlemen who 
have been good enough to deliver lectures, whose names 


appear below, and especially to those who are not members 
of the Parent Society. 

Certificates of Merit were awarded to five members of 
the Students’ Society in the Final examination and eight 
Place Certificates in the Intermediate examination. 

The following is a list of lectures and discussions held 
during the Spring and Autumn sessions :-— 

Spring, 1932— 

**The Accountant and the Journalist.” By Mr. A. S. 
Wade, City Editor, Evening Standard. 

** Surtax on Limited Companies.”’ By Mr. H. A. R. J. 
Wilson, F.C.A., Incorporated Accountant. 

** The Duties and Liabilities of Executors.’” By Mr. J. 
Linahan, Incorporated Accountant. 

** The Monetary Policy,’’ By Mr. A. de V. Leigh, M.B.E., 
M.A., Secretary, London Chamber of Commerce. 

“The Law Relating to Profits Available for 


Dividend.” By Mr. E. Westby-Nunn, B.A., LL.B., 
Barrister-at-Law. 
Autumn, 1932— 


**Recent Developments in Mercantile Law.” By 
Mr. Maurice Share, B.A., Barrister-at-Law. 

**Some Monetary Problems.” By Mr. H. E. Davis, 
Incorporated Accountant. 

** The Accounts of Holding Companies.” By Mr. A. E. 
Langton. 

“The Economic War,” By Mr. S. W. Alexander, City 
Editor, Daily Express. 

‘Railway Accounts.” By Mr. R. G. Davidson, In- 
corporated Accountant, Joint Accountant, Southern 
Railway Company. 

SpeciaL LECTURES. 

The Committee has arranged that a paid lecturer be 
engaged to give a lecture each Session (Spring and Autumn) 
on a subject specially designed for students, dealing with 
points that arise in practice, with blackboard illustrations 
where appropriate. 

** TRANSACTIONS.” 

The 36th volume of “ Transactions’ for the year 
1931-32 has been published, and can be obtained free 
of charge at Incorporated Accountants’ Hall. 


EXAMINATIONS OF THE SOCIETY OF INCORPORATED 
ACCOUNTANTS AND AUDITORS. 

The following students passed the Parent Society’s 
examinations during the year 1932 :— 

May.—Final: Mr. H. P. Dalal, Second Certificate of 
Merit; Mr. W. C. Gould, Third Certificate of Merit ; 
Mr. S. F. Spain, Fourth Certificate of Merit ; 60 members 
passed. Intermediate: Mr. D. O. Bailey, Second Certificate 
of Merit; Mr. W. H. G. Cocks, Third Certificate of Merit ; 
Mr. P. E. Woodcock, Sixth Certificate of Merit; 
84 members passed. 


NovemMBer.—Final: Mr. J. M. Drummond, Fourth 
Certificate of Merit ; Miss G. L. Cowtan, Fifth Certificate 
of Merit ; 42 members passed. Intermediate: Mr. A. E. 
Langton, First Certificate of Merit; Mr. H. E. Gunton, 
Third Certificate of Merit; Mr. J. Deakin, Fifth Certificate 
of Merit; Mr. J. E. Field, Seventh Certificate of Merit ; 
Mr. W. A. Shapland, Eighth Certificate of Merit ; 
86 members passed. 

OFFICERS AND COMMITTEE. 

Under Rules 3 and 5 the officers and members of the 
Committee and under Rule 10 the Honorary Auditor retire 
from office. The members of the Committee, the Honorary 
Treasurer, and the Honorary Auditor, being eligible, offer 
themselves for re-election. 
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District Societies of Jneorporated 
Accountants. 


NORTH LANCASHIRE. 
(BuRNLEY AND District STUDENTS’ SECTION.) 


Annual Report. 

The following are extracts from the Report of the 
Committee :— 

The Committee have pleasure in submitting the results 
of the first session, ended March 18th, 1933, which was 
inaugurated in April, 1932, by Mr. Thomas Keens, 
Chairman of the District Societies’ Committee, and Mr. 
E. E. Edwards, the Parliamentary Secretary of the 
Parent Society. 


The membership at the date of the Report is 40, 
comprising 20 students and 20 Incorporated Accountants. 


The following lectures and discussions have taken place, 
the average attendance being 16 :-— 


** Incorporated Accountants’ Examinations,” by Mr. 
Richard A. Witty, F.S.A.A. 


Mock Shareholders’ Meeting. 


‘** Municipal Debt—its Creation and Redemption,” by 
Mr. W. A. Walker, F.S.A.A. (Borough Treasurer, 
Burnley). 


Open Discussion on November Examinations. 


“Some Aspects of Municipal Finance and Accounts,” 
by Mr. John Campbell, F.S.A.A. (Borough Treasurer, 
Accrington). 

Mock Income Tax Appeal. 


During the period under review, one student has been 
successful in the Final examination and three in the 
Intermediate. 


The Committee have ever in mind the advancement of 
the students’ interests, and acknowledge with gratitude 
the co-operation of the District Society and the Parent 
Society. They regret there were not more entries for 
the Prize Essay Scheme; they feel that the students 
should make much more use of the organisation at their 
disposal. The Parent Society have created a wonderful 
framework for students, and the Committee feel that 
eventually the Students’ Sections or Students’ Societies 
will form the chief factor in their training and qualification, 


SOUTH WALES AND MONMOUTHSHIRE. 
(CARDIFF AND District STUDENTS’ SECTION.) 


Dr. James Stephenson, M.A., M.Com., head of the 
Department of Commerce at the Cardiff Technical 
College, was the lecturer at a meeting held at Cardiff 
on March 2Iist. The chair was occupied by Mr. K. S. 
Williams, A.S.A.A., and there was a good attendance of 
members. 


Dr. Stephenson took as his subject ‘ Business 
Economics—its Value to the Accountancy Student,” 
and drew an analogy between economics and _ biology, 
comparing the corresponding sections of study, 7.e., ancient 
forms, the structure of existing forms, the individual 
development of existing forms, and the breeding and 
development of more suitable types. He also criticised 
the General Commercial Knowledge paper in the Society 
and Institute examinations, on the ground that it was 


indefinite and formless, and prophesied that professional 
examinations would tend to follow those of Universities 
by the inclusion of the subject of business administration. 
An interesting debate followed, some of the views ex- 
pressed being in opposition to those of the lecturer. 


Rebiews. 


Lunacy Accounts. By T.C.S. Keely. London: Jordan 
& Sons, Limited, 116-118, Chancery Lane, W.C.2. 
(79 pp. Price 7s. 6d. net.) 

This little book, which has been written by the head of 
the Accounts Branch of the Management and Administra- 
tion Department, deals with the accounts which have to be 
submitted in connection with Estates under the control 
of the Master in Lunacy. It contains chapters dealing 
with the form of the accounts, the general review of the 
Estate which is usually made on the passing of the accounts, 
the calculation of the lunacy percentage, and the method of 
dealing with costs. There is also an appendix in which 
are set out typical examples of receivers’ accounts. The 
information given, although compressed into a small 
compass, deals clearly with most of the points which are 
likely to arise, and should be of assistance to anyone who 
is concerned with such accounts. 


Power Economy in the Factory. By J. C. Todman. 
London: Sir Isaac Pitman & Sons, Limited, Parker 
Street, Kingsway, W.C.2. (215 pp. Price 7s. 6d. net.) 

Written primarily for the use of cost and works account- 

ants, this book gives a large amount of information in a 
condensed form with regard to the technical side of 
engineering and similar businesses. The author’s object is 
to enable the cost accountant to acquire such knowledge as 
will enable him to carry out his duties efficiently. The 
book should also be of assistance to practising accountants, 
as a knowledge of the practical working of a business is 
always an advantage. 


Incomplete Records: The Preparation and Audit 
of Accounts. By K. A. Coles, M.A., F.C.A. 
London: Gee & Co. (Publishers), Limited, 6 and 8, 
Kirby Street, E.C. (150 pp. Price 7s. 6d. net.) 

As the author says in his preface, it is rather remarkable 
that so little attention has been given to the subject of 
incomplete accounts when it is borne in mind that some 
of the hardest problems arise in connection with accounts 
of poor quality and that so many accounts are badly kept. 
Mr. Coles divides his subject into two parts (1) the prepara- 
tion of accounts from incomplete records, and (2) the 
audit of accounts based on incomplete records. In con- 
sidering the problems that arise he again sub-divides the 
accounts into (a) those where the books are such as to 
enable them to be corrected and accounts prepared there- 
from, and (b) those where the books are so incomplete 
that they cannot be relied upon and books or summaries 
have to be prepared by the accountant himself from the 
available records. The method of procedure in each 
case is explained in considerable detail, amplified by some 
examples and rulings. The book is a useful one and will 
give valuable assistance to young accountants who have 
not had much experience in these matters. 


Britain and the War Debts. By Leonard J. Reid, City 
Editor of the “ Daily Telegraph.’ London: Herbert 
Jenkins, Limited, 8, York Street, St. James's, S.W. 
(108 pp. Price 2s. 6d. net.) 

Those who have read the lecture by Mr. Reid on “* The 
Most Tragic Book-keeping in History” which appeared 
recently in our columns will realise that this little book is 
one of great interest. The author gives a very lucid 
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and comprehensive account of the war debts—how they 
arose, their aftermath in the dislocation of trade and their 
operation in the prevention of trade recovery. The 
American as well as the British and Continental aspects 
receive due weight, and the effect of the great fall in com- 
modity prices is stressed. It is pointed out that the 
ultimate choice for America lies between a policy of 
isolation and the adoption, in conjunction with other 
nations, of measures that will restore a normal flow 
of trade at prices which will leave producers with a 
reasonable profit. 


Lectures on Mercantile Law. By M. R. Emanuel, 
Barrister-at-Law. London: Gee & Co. (Publishers), 
Limited, 6 and 8, Kirby Street, E.C. (254 pp. Price 
8s. 6d. net.) 


This book consists of a series of lectures designed to 
cover the whole field of Mercantile Law. The lectures 
are in the nature of an introduction to the different 
subjects, being expressed in simple language without the 
use of technical terms and without citing authorities or 
ceases. The subjects treated include agency, arbitration, 
bankruptcy, bills of exchange, contracts, partnership, and 


sale of goods. 


Incorporated Accountants’ Golfing Society. 


At the annual general meeting of the Incorporated 
Accountants’ Golfing Society, held at Incorporated 
Accountants’ Hall on March 14th, Mr. Martin Jenkins 
was re-elected captain, and Mr. B. L. Clarke-Lens and 
Mr. Ernest E. Edwards were re-elected joint honorary 
secretaries. 


Incorporated Accountants who are not already members 
of the Golfing Society and are desirous of joining 
should communicate with the joint hon. secretaries at 
Incorporated Accountants’ Hall. 


The following arrangements have been made for 1933 :— 

Spring Meeting, April 27th, Edgware Golf Club. 

Summer Meeting, June 22nd, St. George’s Hill Golf 
Club, Weybridge. 

aa Meeting, September 28th, Coombe Hill Golf 
Club. 


It is hoped that a match will be arranged with the 
Solicitors’ Golfing Society on May 24th or 25th. 


The Spring Meeting on April 27th, at Edgware, has been 
arranged by the kind invitation of Mr. Henry Morgan, 
and in consequence there will be no green fees at this 
meeting. 


COMPETITION IN CONNECTION WITH THE INTERNATIONAL 
CONGRESS ON ACCOUNTING. 


It has been decided to hold a competition on July 20th, 
either at Wentworth or at Moor Park. This competition 
will be open to all members of the various accountancy 
bodies taking part in the Congress, and to delegates 
from overseas. Both a medal and a bogey competition 
will be played on handicap, and a cup to be awarded by 
Lord Plender will be presented for the best medal score. 
A prize will also be given for the best scratch score, and 
there will be prizes for the bogey competition. 


A Backward Balance. 
Teacher: What do you understand by the word 
** deficit,’ Johnny ? 
Johnny: It’s what you’ve got when you haven’t as 
much as you had when you had nothing. 


ASSOCIATION OF SCOTTISH CHARTERED 
ACCOUNTANTS IN LONDON. 


At the 25th annual dinner of this Association, held 
recently at the Dorchester Hotel, the chair was occupied 
by Mr. Harold D. Judd, C.B.E., and amongst the guests | 
present were Mr. E. Cassleton Elliott, President of the 
Society of Incorporated Accountants and Auditors, 
Mr. Clare Smith, President of the Institute of Chartered 
Accountants in England and Wales, and representatives 
of the Chartered Societies in Scotland. The toast of “ Our 
Guests *’ was proposed by the Chairman, and responded to 
by Mr. Clare Smith and Sir Lynden Macassey, K.C. 


REFORMING THE COURTS. 


Under the above heading the following comments on 
the interim report of the Business of the Courts Committee 
appeared in the Law Times of March 25th :-— 


The reform of business continues to be the topic of the 
hour in legal circles, and various meetings to discuss the 
practical outcome of the interim report have been arranged. 
The recommendations of the Chancellor’s Committee have, 
so far as they go, proved generally acceptable, but there is 
a feeling that even the final report cannot in the nature of 
things go as far as the situation demands. A couple of 
letters in The Times from three well known members of the 
Bar within the last few days show that there is a certain 
body of opinion at least in favour of two radical changes. 
The first is decentralisation, many of the present Assize 
towns being abolished as such and a few permanent 
provincial courts taking their place—a suggestion which 
is, of course, incompatible with the proviso in the terms 
of reference of the Committee as to preserving the present 
circuit system on “ its main lines.” The other rather less 
revolutionary suggestion, which is also outwith the scope 
of the terms of reference so far as direct action is con- 
cerned, is one which, it is felt, mamy members of the 
profession favour, and to which we have already lent 
support, namely, an increase to £500 in the limit of the 
ordinary jurisdiction of the county courts, balanced in 
the other side of the scale by simplification in procedure 
and reduction of fees. A further suggestion contributed 
to The Times columns, this time by a member of the 
solicitor branch, that the County Court should have power 
to grant relief where an injunction is claimed without a 
claim for damages, will most certainly commend itself. 
That the suburban owner of the semi-detached villa and 
garden of humble dimensions should be unable to obtain 
redress for the din made in the dark hours by his neigh- 
bour’s poultry over the wall, unless he puts in a collateral 
claim for damages, is frankly ridiculous, and it is often 
difficult to bring home to the sufferer that this can in fact 
be the law of the matter. 


Society of Incorporated Acrountants and 
Anbditors. 


ANNUAL GENERAL MEETING. 

The Forty-eighth Annual General Meeting of the Society 
of Incorporated Accountants and Auditors will be held at 
Incorporated Accountants’ Hall, Victoria Embankment, 
London, W.C.2, on Thursday, May 18th, 1933, at 2.45 p.m 
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Society of Incorporated Accountants and 


Anditors. 
(Scottish Branch.) 


ANNUAL MEETING. 

The annual meeting of the Scottish Branch of the 
Society, being the 53rd annual meeting of the Scottish 
Institute of Accountants, was held in Glasgow on the 
22nd ult. 

There were present: Mr. J. Stewart Seggie (President 
of the Branch) in the chair; Mr. R. T. Dunlop and Mr. 
W. Davidson Hall, Vice-Presidents; Mr. Alexander 
Davidson, Peterhead; Mr. Archibald Mcintyre, J.P., 
Hamilton; Mr. J. T. Morrison, Coatbridge ; Mr. Walter 
MacGregor and Mr. D. R. Matheson, LL.B., Edinburgh ; 
Mr. John A. Gough, Mr. William Houston, Mr. P. G. 8S. 
Ritchie, and Mr. E. Hall Wight, Glasgow; Mr. W. J. 
Wood, Perth; Mr. W. L. Pattullo, Dundee ; Mr. James 
A. Scott, Kilmarnock ; Mr. J. M. Roxburgh, Port Glas- 
gow; Mr. H. Staveley Roberts, Mr. John S. Gavin, Jun., 
Mr. E. H. Harris, Mr. Alexander M. Shaw, Mr. Cecil 
Gibb, and Mr. M. B. Campbell, Glasgow; Mr. A. G. 
Barclay, Coatbridge ; Mr. Alexander Philip and Mr. J. 
Hawthorne Paterson, Greenock ; and Mr. James Paterson, 
Secretary. : 

Apologies for absence were intimated from Mr. D. Hill 
Jack, J.P., Dr. John Bell, Mr. D. M. Muir, and Mr. E. 
Mortimer Brodie. 

The President said that, in submitting the 53rd annual 
report of the Scottish Branch of the Society of Incor- 
porated Accountants and Auditors, he would like to refer 
to the new organisation of the Society into District 
Societies so far as England was concerned, and how 
matters by such means could be concentrated within 
certain areas. He reminded the members, however, that 
the Scottish Branch comprised the whole of Scotland and 
that it was no easy matter to keep the members intensely 
interested in the affairs of the Society, scattered as these 
members were over the whole of Scotland. It was only 
by periodical visits such as those referred to in the report 
that the President and Secretary kept the students and 
members in Scotland interested in the work of the Society. 
The Incorporated Accountant in Scotland was becoming 
better known to the commercial community as years 
went on, and their qualifications in the accountancy 
profession were recognised the world over. He made 
special reference to the enthusiasm with which the 
students in the North of Scotland were pursuing their 
studies, as evidenced at a function he lately attended in 
Aberdeen where the lecturer was Dr. Tocher, Lecturer on 
Statistics at the University of Aberdeen, and he also 
referred to the activities of the Glasgow Students’ Society. 

The President also referred to the accounts, and stated 
that, notwithstanding extraordinary expenses during the 
year, the Branch had still a substantial sum at credit. 

Mr. R. T. Dunlop seconded the adoption of the report 
and accounts, and after remarks by several members the 
motion was unanimously agreed to. 

The retiring members of Council, Mr. John Bell, Mr. 
Robert T. Dunlop, Mr. John A. Gough (Glasgow) and Mr. 
J. T. Morrison (Coatbridge) were duly re-elected. 

The hon. auditors, Mr. Robert Fraser and Mr. J. C. 
MeMurray were also re-elected. 

Mr. W. J. Wood referred to the activities of the President 
of the Branch, and moved a vote of thanks to him for his 
work during the year and his conduct in the chair, which 
was unanimously accorded. 


Report. 

The Council have pleasure in presenting the fifty-third 
annual report of the Scottish Branch of the Society of 
Incorporated Accountants and Auditors for the year 
ended December 31st, 1932. 


The Council have to record with sincere regret the death 
since last annual meeting of Mr. Christopher Meikle 
Vance, A.S.A.A., Glasgow, and Mr. Peter Campbell 
McAuslan, A.S.A.A., Ayr. 

Mr. Vance was for several years Honorary Secretary 
of the Glasgow Incorporated Accountants’ Students’ 
Society, and also of the Glasgow Incorporated 
Accountants’ Golf Club, and an active member of the 
Chess Club, in all of which he took an energetic and 
lively interest. In professional matters he was looked 
upon as a young man of considerable attainments, and 
his death at the age of 31 was an undoubted loss to the 
Scottish Branch. 


Mr. McAuslan was a partner of the firm of Messrs. 
E. A. Bell & Co., Accountants, Ayr, and suffered from 
injuries received in the War. Although resident and 
practising in Ayr, he took a great interest in the Glasgow 
Students’ Society. When able he attended the meetings, 
and on several occasions read papers on professional 
subjects, and he also attended the golf matches when 
held on Ayrshire courses. His death in the thirty-eighth 
year of his age brought to a close a life which, notwith- 
standing that his constitution had been weakened by war 
wounds, gave promise of professional usefulness and 
success. The Council in both these cases expressed their 
sincere sympathy with the relatives of the members 
referred to. 

During the year the President, Mr. J. Stewart Seggie, 
visited Glasgow and Aberdeen, and addressed the students 
in these centres. The Council also in the course of the 
year held one of their meetings in Edinburgh, and oppor- 
tunity was taken to meet as many members of the Society 
in that city as possible. The Secretary has also kept in 
close personal touch with the students and candidates 
in the different districts. These visits of the President 
and Secretary to the Students’ Societies were much 
appreciated. 

Efforts have been made to arrange for lectures on 
specific subjects in the Examination syllabus, with 
special reference to Examination requirements, and these 
arrangements are still under consideration. 

During the year an important Committee was set up 
by the Government to consider local expenditure in 
Scotland. The President of the Branch was appointed 
Secretary to the Committee, and his services were referred 
to in complimentary terms in the report presented to 
Parliament. ; 

On April 27th, 1932, when the President of the 
Branch presided, a mid-day lecture was given in the 
Chamber of Commerce Rooms, Glasgow, by Mr. Alex. T. 
Hunter, C.A., on “The Monetary Question and 
British Empire Currency.” The meeting was largely 
attended. A number of copies of Mr. Hunter’s pamphlet 
on this subject were acquired and circulated amongst 
members interested in this subject. 

The President’s lecture to the Glasgow Students” 
Society on ‘* Executorship Accounts ” was printed and 
copies are available for students and others interested 
without charge. 

The Society’s examinations were held in Glasgow in 
May and November, 1932, and were attended by 40 
candidates. Of these, 6 Intermediate and 11 Final 
candidates passed. The amount of examination and 
other fees paid through the Scottish Branch in 1932 was 
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£214, as against £317 18s. 6d. last year, which was the 
highest in the history of the Branch. 

In terms of Bye-Law 24, which provides that every 
candidate for membership of the Society must become 
a member of a Students’ Section of a Branch or District 
Society within three months after passing, or being 
exempted from, the Preliminary examination, there has 
been an increase in the membership of Glasgow, Edin- 
burgh and Aberdeen and District Students’ Societies. 

The Council has received a fourth payment of £4 from 
Mr. W. Davidson Hall towards the fund for prizes, &c. 
Mr. Hall has been cordially thanked for his generous 
interest in this connection. 

The Council has again to thank Mr. Walter MacGregor, 
F.S.A.A., Edinburgh, for a gift of £2 2s. to be expended 
in library books. 

The Scottish Branch is represented in the membership 
of the Glasgow Chamber of Commerce by Mr. Robert 
T. Dunlop, F.S.A.A., and Mr. John A. Gough, F.S.A.A., 
and on the Council of the Parent Society, which meets 
in London, by the President and Secretary. 

The International Congress of Accountants is to be 
held in London from July 17th to 21st, and the Secretary 
will be glad to give further information to any of the 
Scottish members who may be interested. 

The Council again commend the Society’s Benevolent 
Fund to the support of the members of the Scottish 
Branch, either by life membership, donation or annual 
subscription. The Fund has, fortunately, not often been 
called upon for Scottish members. When the occasion 
arose, the Trustees have dealt generously with the 
application. 

The Council also recommend that all members of the 
Branch, and senior candidates, should be subscribers 
to the Incorporated Accountants’ Journal, the official 
organ of the Society, the annual subscription of which 
is 12s. 6d. 

The members of Council who retire at this time are : 
Mr. John Bell, Mr. Robert T. Dunlop and Mr. John A. 
Gough, Glasgow, and Mr, J. T. Morrison, Coatbridge, all 
of whom are cligible for re-election. 

The Honorary Auditors, Mr. Robert Fraser and Mr, 
J. C. Murray, also retire, but are eligible for re-election. 


Scottish Potes. 


(FROM OUR CORRESPONDENT.) 


Scottish Branch Council Meeting. 

A meeting of the Council of the Scottish Branch was 
held in Glasgow on the 22nd ult. There were present : 
Mr. J. Stewart Seggic, F.S.A.A. (President of the Branch), 
in the chair; Mr, R. T. Dunlop, Mr. W. Davidson Hall, 
Vice-l residents ; Mr. Alexander Davidson, Peterhead ; 
Mr. Archibald Macintyre, J.P., Hamilton; Mr. J. T. 
Morrison, Coatbridge: Mr. Walter MacGregor and Mr. 
1). R. Matheson, LL.B., Edinburgh ; Mr. John A. Gough, 
Mr. William Ilouston, Mr. P. G. S. Ritchie, Mr. E. Hall 
Wight, Glasgow; Mr. W. J. Wood, Perth; Mr. W. L. 
Pattullo, Dundee; and Mr. James Paterson, Secretary. 
Apologies for absence were intimated from Mr. D. Hill 
Jack, J.P., Dr. John Bell, Mr. D. M. Muir, and Mr. E. 
Mortimer Brodic. 

The Secretary reported applications for the examina- 
tions from candidates, and other business, and also that 
he had dealt with a large number of inquiries since last 
meeting of Council, A large number of other matters 


eonnected with the profession generally or affecting 
Scottish Incorporated Accountants were considered, and 
appropriate decisions arrived at. 

At a meeting of the Council held after the annual meeting 
Mr. J. Stewart Seggie (Edinburgh) was re-elected President 
of the Branch, and Dr. John Bell, Mr. Robert T. Dunlop 
and Mr. W. Davidson Hall Vice-Presidents. 


Institute of Accountants, Glasgow. 

The President of the Scottish Branch, Mr. J. Stewart 
Seggie, and the Secretary, Mr. James Paterson, represented 
the Society at the annual dinner of the Institute of 
Accountants and Actuaries, Glasgow, on the 8th ult. 
Sir Thomas Kelly, ex-Lord Provost of Glasgow, President 
of the Institute, presided over a large gathering. The 
principal guest was Lord Blanesburgh, who, in proposing 
the ** Accountancy Profession,” struck a note unusual in 
post-prandial oratory. In the course of his address he 
quoted a passage in St. Paul’s Epistle to Timothy : ** For 
God hath not given us the Spirit of fear, but of power, 
and of love, and of a sound mind.” It was noticed by 
some that, while emphasising the injunctions in the 
text quoted, he assumed that members of the accountancy 
profession, or at least his audience, were possessed of a 
sound mind. 


Sir Josiah Stamp in Glasgow. 

Sir Josiah Stamp visited Glasgow on the 22nd ult., and 
addressed the Royal Philosophical Society, when he dis- 
cussed the proposals recently made by Mr. J. M. Keynes. 
He said Mr. Keynes’ proposal relating to an international 
note issue had not been seriously considered in financial 
circles, and when it was put forward serious objections 
would be raised, both practical and theoretical, on the 
part of other countries. But the measure of their desper- 
ate need, and, perhaps, their fear of world disaster, would 
be the measure of their willingness now to consider it 
apart from its novelty. “At any rate,” said Sir Josiah, 
* if this country is merely negative on the subject of the 
international gold standard, its position at the forthcoming 
Economic Conference must be one of great difficulty. 
We are not absolved from constructing proposals for a 
desperate situation merely because they are troublesome or 
because it is dillicult to see their full ultimate consequence. 
The world has become more than ever bound together 
as a financial unit, but it has invented very little new 
financial machinery in recognition of the fact. The times 
are ripe for a courageous advance in the direction of a 
scheme attached automatically to the world price-level in 
this emergency. Suppose it is ineffective—shall we be any 
worse off? L think those who propounded the scheme 
are just as alive to its difficulty as those who fear it, but 
they are more alive to the perils of doing nothing.” 


Potes on Legal Cases. 


[The abbreviations at the end of each of the cases refer 
to the following law reports, where full reports of the case 
may be found. The Law Reports and other reports are 
cited with the year and the Division, e.g. (1925) 2 K.B. :-— 

T.L.R., Times Law Reports ; The Times, The Times 
Newspaper ; L.J., Law Journal ; L.J.N., Law Journal 
Newspaper ; L.T., Law Times ; L.T.N., Law Times 
Newspaper ; S.J., Solicitors’ Journal ; W.N., Weekly 
Notes; S.C., Session Cases (Scotland); S.L.T., 
Scots Law Times; I.L.T., Irish Law Times; J.P., 
Justice of the Peace (England); L.G.R., Knight's 
Local Government Reports; B.& C.R., Bankruptcy and 
Company Cases. 
The other abbreviations sed in modern reports are H.L., 
House of Lords ; A.C., Appeal Court (House of Lords and 
Privy Council); C.A., Court of Appeal; Ch., Chancery 
Division; K.B., King’s Bench Division; P., Probate, 
Divorce and Admiralty Division ; C.S., Court of Session 
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(Scotland); J., Mr. Justice (King’s Bench or Chancery) ; 
L.J., Lord Justice ; L.C., Lord Chancellor ; M.R., Master 
of the Rolls; N.I., Northern Ireland; P., President of 
Probate, Divorce and Admiralty.] 


REVENUE. 
Cadbury Brothers, Limited, v. Sinclair. 


Deduction of Annual Value of Premises. 

By Rule 5 (2) of the Rules applicable to Cases I and II 
of Schedule D: ‘ Where, in estimating the amount of 
annual profits or gains arising or accruing from any 
trade, and chargeable to tax under this Schedule, any sum 
is deducted on account of the annual value of the premises 
used for the purpose of such trade, the sum so deducted 
shall not exceed the amount of the assessment of the 
premises for the purpose of tax under Schedule A as re- 
duced for the purpose of collection : Provided that this 
provision shall not apply in the case of any premises 
being mills, factories or other similar premises.” 

Finlay (J.) held that the above limitation of the amount 
of deduction does not apply to a dining block connected 
with a factory where the whole premises have been 
assessed under Schedule A as one unit. 

(K.B. ; (1983) 49 T.L.R., 209.) 


Neumann v. Inland Revenue Commissioners. 


Untaxed Income of Company. 

A company was assessed to income tax under Schedule 
A, and it was also assessed on its profits under Schedule 
D. The assessment under Schedule D included rents, 
but an allowance was made for the amount of the assess- 
ment under Schedule A. Ultimately the House of Lords 
held in Fry v. Salisbury House Estate (1930, A.C, 432) 
that the rents could not be brought into computation 
under Schedule D. Thereupon the company, which 
during the litigation had been putting aside an income 
tax reserve, distributed a further dividend out of the 
fund which remained after the distribution of - profits 
to the amount of any assessments made on the company. 
The respondent was assessed to surtax on his share of the 
further dividend. 

It was held by the Court of Appeal, reversing the 
decision of Finlay (J.) (see Incorporated Accountants’ 
Journal, December, 1982, p. 100), that as the above fund, 
though not directly charged, arose from a source which 
had suffered its appropriate charge under Schedule A, 
it was not to be treated as money not liable to income 
tax, and the respondent had been rightly assessed to 
surtax on the amount actually received by him in respect 
of his share of the further dividend. 

(C.A.; (1933) 49 T.L.R., 212.) 


Bonar Law Memorial Trust v. Inland Revenue 
Commissioners. 
Charity. 

By sect. 37 of the Income Tax Act, 1918, exemption is 
to be granted from tax under Schedule A in respect of 
the rents and profits of any lands, tenements, or heredita- 
ments vested in trustees for charitable purposes, so far as 
the same are applied to charitable purposes only. 

The objects of a trust were : (a) * To honour the memory 
of a great statesman ; (b) to preserve a great and beautiful 
historical building from destruction ; (c) to cause the said 
mansion house and gardens and park to be used for the 
purposes of an educational centre or college for educating 
persons in economics, in political and social science, in 
political history with special reference to the development 
of the British constitution and the growth and expansion 
of the British Empire and in such other subjects as the 
governing body may from time to time deem desirable.” 

Finlay (J.) held that the trust was not a charity, and 
therefore was not exempt from income tax. 

(K.B. ; (1933) 49 T.L.R., 220.) 


Shingler v. P. Williams & Sons. 
Profits from Land. 

The respondents, who had carried on business as a 
partnership, ceased to trade in 1911, but the partnership 
was not dissolved. The respondents owned a field covered 
with slag, and in 1925 they granted to a company the 
right to get and carry away the slag for seven years in 
consideration of payments on a royalty basis. In respect 
of these payments the respondents were assessed to 
income tax. The Crown contended that these payments 
were the profits of a trade within Schedule D, or that they 
were profits from lands not in the respondents’ occupation, 
and thus the payments fell within Rule 7 of No. II of 
Schedule A. The Special Commissioners found that the 
respondents were not carrying on a trade. 

It was held that the payments were not profits from 
the land, but were in substance receipts from a sale of the 
slag, and the respondents were not liable to be assessed 
in respect thereof. 

(K.B. ; (1933) 49 T.L.R., 221.) 


Southern v. A.B.; Same v. A.B., Limited. 
Unlawful Betting Business. 
Finlay (J.) held that the profits of an unlawful betting 
business are assessable to income tax. 
(K.B.; (1933) 49 T.L.R., 222.) 


Trenchard v. Bennet. 


Guarantee by Holding Company of Preference Share 
Dividend. 

By the terms of an agreement a company, incorporated 
with the object, inter alia, of acquiring stocks, shares, or 
securities of any company carrying on or proposing 
to carry on the business of a steam and general laundry, 
undertook, in consideration of the allotment to it by a 
second company of 250,000 deferred shares of 1s. each of 
the second company (which had been incorporated with 
the object of assisting the first-mentioned company, 
together with two other companies, to obtain finance for 
the acquisition of laundries) to guarantee the payment 
of the dividend on the 7 per cent. preference shares of the 
second company. 

It was held that the first company was, in substance, a 
holding company, and that the deferred shares which it 
obtained from the second company under its guarantee, 
and the value of which was £12,500, were in the nature of 
a capital asset not assessable to income tax, the giving of 
the guarantee in the circumstances of the case beinga 
method of payment for the shares. 

(K.B. ; (1933) 49 T.L.R., 226.) 


Overy v. Ashford, Dunn & Co., Limited. 


Compensation for Loss of Office. 

The directors and sole shareholders of the respondent 
company sold all their shares (including their qualification 
shares) to a purchasing company under the terms of an 
agreement which provided that a balance sheet and 
profit and loss account should be taken as at the date of 
sale. In pursuance of this agreement ‘a profit and loss 
account was taken which showed an amount of £5,928 
standing as profit. By a resolution of the respondent 
company it was resolved that that sum should be paid to 
the retiring directors, as to £2,928 thereof as ** remunera- 
tion ” and as to £3,000 as ** compensation for loss of office,” 
and these sums were duly paid. 

It was held that the respondent company were not 
entitled to deduct the sum of £3,000 from their assessment 
under Schedule D as “ money laid out or expended for 
the purposes of the trade” within the meaning of Rule 3 
of the Rules to Cases I and I of that Schedule, 


(K.B.; (1933) 49 T.L.R., 230.) 
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